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P R O C E E D I N G S
FACA STATEMENT

MS. ALLEN:  Good morning, everyone.  I'm Melissa Allen with the Chief Human Capital Office at Department of Homeland Security.  And I also happen to be the Designated Federal Official.  This is a reminder that, as you know, this is a public meeting conducted under the Federal Advisory Committee Act.  As such, the public is invited to observe but not to participate until the time specified in the Federal Register Notice.


For those of you who are planning on speaking and have so indicated to us, we are designating tomorrow afternoon, beginning at 4:00 for five-minute oral presentations.  Only those people who have registered as of actually last week will be invited to speak.


In light of this, and because we have a very tight time frame to adhere to, please refrain from any applause or any outbursts that may otherwise interfere with or delay our proceedings.  It is a meeting of the Committee.  We are observing

it.  And it is an exchange between Committee members.


Now, before we start, is there anyone that needs sign language assistance?  Because we have interpreters up here set aside.  All right.  If not, I would ask each member of the Committee as you first speak to repeat your name, so that the transcriber can know who you are.


And without further adieu, I'm going to hand this over to Janet Hale, who co-chairs the Committee.

INTRODUCTION

UNDERSECRETARY HALE:  Thank you, Melissa.


Good morning and welcome, as we continue this important and historic process of designing the new Human Resource Management System for the Department of Homeland Security.


The Department was created with the overriding mission of protecting the nation against future terrorist attacks.  Component agencies analyze threats and intelligence; guard our ports, borders, and airports; protect our critical

infrastructure; and the coordinate the response of our nation for future emergencies.


DHS is also dedicated to protecting the rights of American citizens and enhancing public services, such as natural disaster assistance, and by immigration services.  In creating the Department, the Congress provided an historic opportunity to design a 21st-Century Human Resource Management System that is fair, effective, and flexible.


We have a responsibility to create an innovative system, while at the same time preserving the basic civil service principles for the employees in the Department.


Our Department has an incredibly important mission.  At the first meeting of this Committee, we agreed that in order for us to achieve this mission, the system created must be mission-centered, performance-focused, contemporary in excellence.  We further agreed that this system must generate respect and trust, and be based on merit system principles and fairness.


We have a responsibility to put in place a Human Resource Management System that meets the employee needs, while at the same time creates a high-performing organization, one which effectively help us fight the War on Terrorism.


The American public is depending on us to create such a system.  Bottom line:  The world has changed; jobs have changed; missions have changed.  And our human resource system needs to have change as well to support this environment.


The current system, while it has many positive features, is insufficient to meet the needs and different circumstances that we've faced since September 11th.


In order to successfully implement the national strategy for the Department of Homeland Security, we must be sure that we protect our most important part of the Department.  And that is our employees, the people that serve on the front lines across our country.


The Secretary and the Director carefully selected each member of this Committee for their

knowledge and expertise in leading people.  They are depending on each of us to provide our best advice through the Committee's deliberations over the next three days.


I want to personally thank many members of this Committee.  First, Colleen, who has provided invaluable advise to me.  John Gage, who has stepped in to help this process move forward.  Mike Randall, who comes from Hawaii with front-line knowledge.  And the Office of OPM and DHS staff and professionals that have gotten us to this point.


We all acknowledge that change is difficult.  But it was also inherent in the creation of that Department.  We will need what time, training, energy to implement whatever system we develop.  And we will also need to be sure that we continue to measure the effectiveness of these changes, and continue to make improvements as we go forward.


We are following a process that insures maximum collaboration with our employees and their representatives, stakeholders, and subject matter

experts.  We created first a design team of

front-line employees and managers, union representatives, and HR professionals.  Their commitment and hard work have been exceptional.  And to them we owe a true 'Thank-you' for getting us to this point.


The options in front of us today are concepts around which a human resource system can be developed for the new Department.  They do not represent a consensus view of the Design Team, nor do they indicate any specific preference.  That is our job.  I look forward to doing it with you today.


Thank you very much.  Steve?


MR. COHEN:  Thank you, Janet.


Good morning.  I'm Steve Cohen.  I serve as the Co-Chair of our Senior Review Committee.  And I'm also pleased to welcome all of you today.


I also want to express my deep appreciation to our Committee members for their participation in this historic opportunity to help design an HR system for the Department of Homeland

Security that is both reflective of the unique needs of the Department and protective of the civil service rights of its employees.


In addition, I want to express my sincere gratitude to all those who participated on the HR Design Team over the past six months, and who were responsible for providing to this Committee an outstanding set of HR options for our consideration.  I know first-hand of the dedicated work of the members of that team.


The outstanding results of their efforts are reflective of their professionalism and their commitment to the highest standards of public service.  We meet together over the next few days to carefully consider the report of the Design Team and to forward to the Secretary of the Department of Homeland Security, Tom Ridge, and to the Director of the Office of Personnel Management, Kay Coles James, our assessment of the options that have been submitted to us along with any recommendations we care to make.


Our authority for so doing comes from the

Congress of the United States and from President Bush, and is reflective of the importance of our task.


For well over a century, our civil service system has served this country and its citizens well.  Most importantly, it has served as a source of strength and continuity during periods of crisis in our history and as a model for the rest of the world.


Today as never before, our basic civil service system is facing a major challenge to its very existence.  A system that has served us so well in the past has grown out of date and unresponsive to the needs of today and the future.


We have both a unique opportunity and a great responsibility to address that challenge, and by so doing, to demonstrate to the world that what was created 120 years ago can be updated once again to reflect the needs of a new error, while still holding true to those ideals of merit, and veterans' preference, and due process, and protections against discrimination and reprisal for

whistle-blowing that we all value so very deeply.


As we begin our deliberations, I hope that each member of this Committee will look beyond our interests of the moment and always keep in mind the obligation we have to our fellow citizens to help create a civil service system that is once again the envy of the free countries of the world.


Before we look at where we're headed over the next few days, I thought it would be useful to briefly recap where we have been.


At this Committee's last meeting on July 25th, we heard from the Design Team concerning its research efforts and the results of over 50 focus group interviews held in ten cities across the country.  As indicated by our co-chair, we also adopted a set of guiding principles against which options will be evaluated by the Design Team and this Committee.  And we approved a standardized template against which all options would be presented to this Committee.


Secretary Ridge and Director James insisted that the process for developing human

resources options had to be inclusive and collaborative.  And that certainly has been the case from the very beginning.


As was mentioned previously, the Design Team is a diverse group made up of managers, employees, and human resources experts from DHS and OPM, along with representatives from the American Federation of Government Employees, the National Treasury Employees Union, and the National Association of Agriculture Employees, the Agency's three largest employee unions.


The nature of this highly collaborative design effort has been recognized as being the first of its kind and is a model for others to follow in the future.


The team cast a wide net in its research efforts, examining HR policies and practices in private sector companies, non-profit organizations, state and local governments, and other federal agencies.  The team met with many highly regarded human resources experts, academics, and practitioners, and with over 2,000 front-line DHS

employees, managers, and supervisors at townhall meetings and focus group interviews.


Relying on that broad outreach as its foundation, the team has prepared 52 human resources options, which we have before us today.  This is the culmination of six months of work by the Core Design Team and the Field Review Team.  The options cover pay, performance management, and classification, labor management relations, adverse actions, and appeals.


As it was indicated earlier, it's important to point out that the Design Team was not asked to reach consensus on a single option, or agree on what the best solution might be.  Instead, the team's charge was to prepare a full range of options in each of the six human resources areas.  I believe you will agree that the team should be commended for a job well done.


The Design Team has identified potential advantages and disadvantages for each option.  Like the options themselves, the implications listed for each option are not the consensus views of the

entire team.  They represent the opinions of one or more members of the team, and sometimes reflect opposing views.


Over the next three days, the members of this Committee will discuss the options submitted by the Design Team.  However, it would be impractical in the time that we have to start at the beginning with option 1 and discuss in detail each subsequent option all the way through to option 52.  What we plan to do instead is look at the options, by clusters and thematically, by focusing on their essential features, but not on every aspect of every option.


Members are free, of course, to comment on any option or group of options.  But we think that looking across options at broad themes and key characteristics is the best approach, given the amount of time we need to cover the material that we have.


We also think this approach will more effectively elicit your views on the critical issues that will in very short order have to be

decided by the Secretary and the Director.


As we move through this discussion with help from our facilitator, whom you will meet shortly, it is important that we talk frankly and openly.  The Secretary and the Director want to know and need to know what we think about the key features of the options and why.  They need to know what we feel most strongly about, either for or against, and why.  And they need to know where our views and underlying interests converge, and where they may part.


Shortly after our meeting concludes on Wednesday, we will deliver to the Secretary and the Director two products:  The Design Team's report, containing the options; and a summary of our deliberations, conclusions, and recommendations, if any.  I expect this summary to be ready by Wednesday of next week, if at all possible.  Every member of this Committee will have the opportunity to comment on the report, and the report and your comments will all be part of the public record.


And now, before I introduce the individual

who is going to help us accomplish this task, I'd like to ask each member of this Committee and our technical advisors to introduce themselves, and to make a brief statement if the care to do so.


And we start with John, to my left.

SRC MEMBER INTRODUCTIONS

MR. GAGE:  My name is John Gage.  I'm President of the American Federation of Government Employees.  And I would like to make a statement starting off.


Now, the mission of this Department includes protecting this country from terrorism as well as managing the immigration and customs programs protecting the borders, guarding the coast, and protecting against the threat of natural disasters.  The mission does not include serving as a testing ground for radical changes in personnel policies.


For example, not a single one of the top DHS managers who spoke to the Design Committee identified the pay and classification system as a priority to be addressed.  Several of the personnel

experts who spoke to the Design Committee emphasized that implementation of some of the

so-called 'pay for performance schemes' would disrupt Agency operations for months.  The American people cannot tolerate having their national security jeopardized in order to implement some theoretical untested plan, which is not even a priority of Agency management.


AFG is, however, prepared to support substantial improvements in the pay system.  But these are improvements designed to improve morale and productivity, which are affordable, and which can be implemented without disrupting regular Agency operations.  There is no need to spend lots of time and effort examining options, which cannot be implemented without distracting line managers and employees from carrying out the mission of the Agency, or which require funding that won't be provided, or which predictably will result in lower rather than higher morale.


Similarly the Homeland Security Act mandates that the adverse action and appeals system

be modified so that they provide quicker decisions but without denying accused employees due process under law.  That should not be a difficult mandate to comply with.  There are several areas where the process can be speeded up.


AFG is therefore prepared to support substantial changes in the adverse action and appeals system, but without disobeying the Constitutional and statutory requirements that accused employees be provided due process of law.


The objectives of Homeland Security Act can be achieved without hurting innocent employees, and they should be.


Regarding labor relations, the Homeland Security Act is a compromise.  To ensure passage, the administration agreed to very specific provisions that did not appear in the original bill.  For the same reason, the administration made a number of commitments.  Commitments which were relied upon by senators and representatives when they voted for final passage.  Breaking the law or reneging on solid commitments should not be

options.


The law and the assurances of Governor Ridge and Director James make clear that collective bargaining as it has been traditionally understood in the United States and within the federal government, is to continue under the new regulations.  The new regulations are to speed up the bargaining process and ensure that bargaining requirements do not interfere with or unnecessarily delay operational changes.


I am pleased to see that the options presented to us provide several ideas that will achieve this goal.


AFG is prepared to support many of the changes outlined in the option papers.  We see no reason, therefore, to seriously consider the various proposals to restrict the scope of bargaining or to even convert bargaining into a process of unilateral management decision-making.  Those proposals not only break the law, but they would break the commitments of Governor Ridge and Director James.


Finally I'm glad to see that Admiral Loy, the Head of the Transportation Security Administration, remains part of this Committee.  The personnel operations of TSA were the target of more criticisms by managers and employees alike than all the rest of the Agency combined at the focus groups and townhall meetings.


My only concern is that I have been informed that TSA is for some reason to be exempted from the personnel system that this Committee is considering.  I find that difficult to believe, because the administration, including Governor Ridge and Director James, sold Congress on the creation of a new personnel system, precisely in order to put the employees of all 22 entities within a coherent program.


No one told Congress that 25 percent of the employees were to be exempt from the new system.  And I suspect a lot of senators and representatives may be angry, if they find they were misled by the administration.


I therefore take Admiral Loy's

participation in this Committee as a statement that TSA will be covered by the new prescription policies that we are considering.


I look forward into debating these things for the rest of the week, and I'm pleased and thankful that you invited me.


Thanks.


CHIEF DORSEY:  I'm Mike Dorsey.  I'm Chief of Administrative Services in the management directorate.  I appreciate the opportunity to participate in this important effort.  Obviously, the management director is established to support the mission of the Department.  And we believe in supporting the mission of the Department.


I am a new employee, coming from the House of Representatives where I spent the last eight years.  I worked on several different--people probably don't know about the House Employees Position Classification Act, but it does cover house officer employees.  We also implemented the Accountability Act of 1995.


We need HR Systems to support the mission

of the Department. We need good systems to support the mission.  We also need to support our employees.  A good system will do both.


I look forward to working with this panel over the next three days and going forward from there to establish a good system for the Department that will do both.  I recognize that this is difficult work, and there may be some contentious issues.  But I think we can work through them, and I look forward to participating in this effort.


Thank you.


DIRECTOR AGUIRRE:  Good morning.


Thank you for the opportunity to make this brief statement.  My name is Eduardo Aguirre, and I'm the Director of the Bureau of Citizenship and Immigration Services, in the Department of Homeland Security.


And I want to make a statement regarding my vision on how the U.S. Citizenship and Immigration Services, CIS, will carry out our mission in the coming years, and the complex implications related to human resources.


In support of DHS's overall mission, the immediate priorities of the new CIS are to implement solutions for improving immigration customer services, continue to eliminate immigration adjudication backlogs, and promote national security.  CIS will continue efforts to fundamentally transform and improve the delivery of immigration and citizenship services.


My approach to serving on the Senior Review Committee and my vision for the future of the Bureau were partly shaped by 34 years in the private sector and two years in the federal government.  I bring executive, managerial, and leadership skills that were honed most recently while serving as vice chairman and chief operating officer of the Export-Import Bank of the United States, a U.S. federal agency.


And prior to that, during more than three decades, I worked in commercial banking and in other relevant civic leadership roles.  These experiences, however, did more than allow me to understand the complex dynamics of leading and

managing a diverse work force.  They also made me understand the importance of customer service, instilling in me a passion for improving service and processes for the benefit of the client and the derivative satisfaction to the service provider.


Another thing I learned is that you cannot improve service without engaging all team members in the process.  For CIS to succeed, we must build productive and trusting partnerships with our workforce.  I depend on my CIS associates to succeed in our mission.  And they in turn depend on me to be fair and worthy of their trust.


Since March 1st I have traveled to many of our offices and I have personally met with approximately 8,000 of the some 15,000 men and women who work for CIS.  Overall, I have found our workforce knowledgeable, experienced, and eager to belong to an organization that will deliver world-class service in a consistent and timely manner world-wide.


They know that changes are needed, because we cannot possibly work harder.  Rather, we need to

work smarter.


As the agency responsible for administering immigration services, CIS is committed to improve customer service and to reduce backlogs, while strengthening the security of our application processes.


To build the kind of service structure that our customers desire and deserve, we must first lay a firm foundation, the cornerstone of which is a common core value that can guide all activities at all levels of the Bureau.  At my inaugural meeting with our senior management, we all agreed that our first actions should be to identify and define these values.


And it didn't take long for us to settle on three core values:  Integrity, respect, and ingenuity.


As I shared them with employees during our visits to the field, I discovered that these core values were nothing new to our team.  They are values that many of our workers had already embraced and used to guide their work every day.

The men and women of CIS that I met clearly understand the need to always strive for the highest level of integrity when dealing with customers, fellow employees, and fellow Americans.


Respect comes from recognizing the inherent dignity of each person, and it is demonstrated by treating customers, co-workers and associates with courtesy, compassion, and fairness.  With respect, comes empowerment.  And I firmly believe that our people should be empowered to work within proper parameters.


To address successfully the challenges we face, CIS will also have to work more efficiently.  And that is where ingenuity becomes so essential.  Realizing our vision of a world-class service organization, will hinge in large part on our ability to harness process innovations, identifying changes that would speed up our process, implementing these changes as soon as possible, and measuring our results.


I value the opportunity to participate in this hearing, because it will give me additional

grounding on the issues of human resource, as CIS sets to dramatically improve our performance, and just as dramatically refocus our direction, vision, strategies, metrics, communication channels, and standards of trust.


Flexibility, accountability, and performance focus compensation will be critical to our success.  I don't know if it shows, but I am truly excited about what the future holds for CIS.  I am convinced that our team will craft and implement the changes that will make us a world-class service agency.  And I sense that my associates throughout CIS share my sense of excitement and my commitment to making this happen.


And I appreciate the opportunity to participate in this hearing.  Thank you.


MS. PEREZ:  Good morning.  I am Marta Perez.  I am Associate Director of Human Capital Leadership and Merit System Accountability at the Office of Personnel Management.


I want to personally thank the members of the Design Team for your efforts and for your

commitment to design a 21st-Century human resources system for the Department of Homeland Security.


As was mentioned by other members of this Committee, our current civil service system has served us well.  However, the challenges facing our agencies and departments today require that we rise to a new level, to make sure that our organizations are focused on results and mission accomplishment.


The key to achieving the results and the ability to maximize values and performance rest on our workforce.  Our most valuable asset and complex asset is our human capital.  Together, human capital unites and drives all other forms of capital:  Financial, physical, technological, and intellectual.


Therefore, an organization that builds its own human resources systems to support the strategic management of its human capital is an organization with the power to improve processes, reduce risks, and succeed in achieving results.


All areas of government have been going through a transformation in how to think about

human capital.  The human capital initiative that the Office of Personnel Management leads requires the agencies to measure the performance of its investment in people in relation to business results.


We are moving aggressively to make the federal government a more effective government.  To achieve this, we must significantly improve our human capital capacity.  This is being accomplished agency by agency, and not one system meets all the needs.


The mission of our Department of Homeland Security requires that our workforce always be in a state of readiness, with the competencies to deliver in the mission excellence and achieve results.


It wasn't too long ago that agencies were not thinking about their current and future workforce needs, and the agencies human resources experts were rarely able to serve as strategic partners.  And human capital management was not viewed as a priority related to mission

accomplishment.


Today, the Department of Homeland Security has been given a rare opportunity to develop a human resources system from the ground up, that will set a precedent in the federal government.  DHS has a responsibility to design such a system that exemplifies professionalism, commitment to the highest standards of values, supports the merit system principles, and maximizes human capital contributions, and optimally supports the mission of Homeland Security.


As an integrated tool, the human resources system should align, and will align with the mission.  And for effective implementation, it should embody a plan that clearly communicates to all employees the deep connection between performance and results.


The options that have been presented to us demonstrate a high level of effort and creativity.  And the analysis behind them are well-presented and will serve as foundation for our recommendation of the Director and the Secretary.


Within the next three days, I am interested in gaining further understanding of the Design Team's perspective on the options.  In particular, I am interested in understanding the effect the options will have on the ability of Homeland Security to deliver in mission with velocity and excellence.  I'm looking forward to the three days of informative and constructive discussion.


Thank you.


UNDERSECRETARY BONNER:  Thank you.


I'm Rob Bonner, and I'm the Commissioner of United States Customs and Border Protection.  And I'm very, very pleased to be a member of the Senior Review Committee and to have this opportunity to hear about the work, the excellent work, of the Design Team, and to discuss that work here over the next several days.


As Commissioner of Customs and Border Protection, first of all, as all of you know, this is actually a new agency of the Department of Homeland Security, and it is an agency that has

nearly one-fourth of all the personnel of the Department of Homeland Security, who are employees of Customs and Border Protection.  And also significantly as has been noted before, about 70 percent of the represented employees within the Department of Homeland Security are in Customs and Border Protection.


And so I think you can understand why I have a very deep and abiding interest in the work of this Committee and HR Design Team, and in the HR system that will be developed and implemented for the Department of Homeland Security as a whole, and Customs and Border Protection in particular.


I'm deeply interested in, for example, the type of pay and classification system that will be developed.  And I'm interested in a pay system that promotes performance, promotes effectiveness, promotes increase in skill levels, and permits the new Department and its operational agencies, such as Customs and Border Protection, to optimally carry out their extraordinarily and frankly their all-important Homeland Security mission.


We need systems that reward and permit reward for extraordinary performance, and for the acquisition of competencies and skills in specialized areas.  Particularly those areas that are critical to the Homeland Security mission, which is the anti-terrorism mission.


We need a system that is equal to the incredibly important Homeland Security mission and the men and women who perform that mission.


And this is true of all the Department and all of its operational agencies, and its mission support elements, as well.  But it's certainly true for Customs and Border Protection.


As I've noted before, Customs and Border Protection is the largest honest-to-goodness actual merger of people and functions that's taking place within the Department of Homeland Security.  Because as I think most of the members of this Committee and the audience are aware, less than eight months ago, all of the immigration inspectors from the former INS, all of the AQI, or Agriculture Quarantine Inspectors from APHIS of the Department

of Agriculture, the entire border patrol, merged with most of US Customs to form the Bureau of Customs and Border Protection, within the Department of Homeland Security.


So we are creating one face at our border by essentially creating one agency for our borders, one agency to manage, control, and secure those borders.  And by combining the skills and resources and legal and regulatory authorities of the border agencies, we can be and we will be far more effective than we were when we were fragmented between or among for different agencies in three different departments of our government, as we were before March 1 of this year, before the creation of the Department of Homeland Security.


And I want to mention, I've talked about the mission and how important the mission is and in fact, one of the guiding principles of the HR Design Team recognized that whatever we developed here must be mission-centered, first and foremost.  It must pass that test.  And Customs and Border Protection's priority mission within the Department

of Homeland Security is what?  It's Homeland Security.  And for a border agency, that priority mission means day in and day out preventing terrorists and terrorist weapons from entering our country.  Utilizing the sum total of our skills, our talents, our detection technologies, and our authorities to prevent terrorists and/or terrorist weapons, including potentially weapons of mass destruction, chemical, biological, radiological, nuclear, from entering into our country to do damage and harm and carnage to the American people and to our country.


That mission is, I think we can agree, an extraordinarily important priority mission.  That's why the Department of Homeland Security was created.  That's why Customs and Border Protection was created as a border agency with that priority mission.


And yet we need to perform that mission at the same time, that prevention mission, we need to be able to perform it, and have the capabilities of performing that mission without unduly choking off

the flow of legitimate trade and travel into our country.  Which is so vital to our country's economy, and frankly our sense of openness as a country.


So I think it's worthwhile to focus briefly on the mission.  And you can understand, as I do that, why the HR Design, there is no higher priority for me as Commissioner of Customs and Border Protection than the Human Resources Design and how we do that.  And why that design must, in my view, facilitate our ability to perform our mission, and that it must not impede our ability to perform that mission.


Let me just say that some of the important things I want to see in an HR system include a system that enabled managers, certainly within my agency, to act with speed in hiring, and to identify the highest-calibre applicants, in terms of knowledge and abilities, as well as integrity, and to be able to hold those employees accountable when they are hired on, and after they become a part of Customs and Border Protection.  And to be

able to meaningfully recognize exceptional performance in ways that we cannot currently do.


So I look forward to participating within the Senior Review Committee, and to consider the work of the Design Team.


And let me just conclude by saying that I've, as many of you know, I have spent a good deal of time in the field, talking to at townhalls and otherwise, to the men and women of US Customs and Border Protection, and I can tell you that anybody who has been out there to all of our ports of entry around the country, and there are over 300 of them, anybody who's been out at camps where the border patrol agents guard between our ports of entry, cannot fail to be impressed by the dedication and commitment that these men and women have to the new Department of Homeland Security, and to this new agency within the Department, and to its important mission.


So I hope that the efforts of the HR Design Team will lead us to a system that is worthy of our front-line officers, and the mission that

they do every day, day in and day out, to protect our country.


Thank you.


MR. ROSEN:  My name is Bernie Rosen, and I'm a former career employee, who served in the government, in the field and in Washington for over 30 years, working with federal managers and with union leaders to deal with personnel management problems.


The work that's been done so far, that's produced this volume, is very impressive.  There are a lot of options there.  And I wish that we had done some of this work when I had the privilege of serving as Executive Director of the United States Civil Service Commission.


I look forward to our discussion of the many excellent options that have been developed here, and to our reaching conclusions that will be in full harmony with the merit system principles.


Thank you very much.


MR. SMITH:  My name is Pete Smith.  I'm President of the Private Sector Council, where I've

been for three years.  And for 30 years before that, I was an executive and a consultant in human resources with Watson & Wyatt.


So I'm very interested in all of the implications here.  And I just have four brief points to make.  All of these deal with process.


The first of which is just to underscore the excellent work that the Design Team has done, and in the analysis and the thoughtfulness and all of the options that have been presented.  I've seen an awful lot of human resources reports in my career done by a lot of expert consultants and HR people from all sorts of different organizations.  And rarely have I seen anything this thorough or well thought-out.  And I really want to underscore that point.


The other three process points I have are all concerns.  The first deals with strategy.  I understand that DHS is developing its management strategy.  That originally I believe was supposed to be published some time in September, and it's still in process.  And I'm very concerned that HR

program design be coordinated very closely with strategy.


I am going to assume, for purposes of my participation in this Committee, that the design principles are reflective of the strategy that will be coming out.  And if that's the case, we're fine.  But if there are elements of that strategy that in any way differ from the design principles, or if there are key aspects of that strategy as to defining what the culture will be at DHS or various strategic imperatives that are very important to DHS, they obviously have to be integrated with the HR systems.  You can't separate those things.


My second concern is maybe a smaller one.  But I still think it's important.  I was surprised to see that the SES [ph] was separated out in this whole process.  It doesn't deal with the management aspect of HR programs at DHS.  I assume that process is ongoing, and may be following the same kind of considerations generally.  But I think it's very important that those programs be integrated.  I've never seen a successful HR system that's

developed from the bottom up, where the

rank-and-file employees are given systems they have to live with, and then management gets something else.  And all I'm arguing for is not that we have to get involved with that, but that it's very important to integrate those thoughts and make sure that you have a cohesive HR system that makes sense and where the managers and rank-and-file employees are being treated with the same kind of principles where it's appropriate to do so, and different where strategically or for mission purposes it's appropriate to do so.


But I think those things at some level have to be thought out together.


My final point, and I think this is a very important process point, deals with employee communications.  There has been a lot of good work done with that, with the focus groups and the reaching out that's gone on, and all the work the Design Team has done, asking people all over the world and all over the government what they think about this.


But I don't think it ends there.  And I think we're entering a stage now where following our work, it's very important that the options as it's narrowed down, that are being considered, are tested with employees throughout the organization.  Not only union employees, but including union employees but other employees as well.  I think if you want this to work, it's very important for employees to understand what's being considered, and the rationale for why it's being considered, and given a chance to give feedback.


Again, I'm not for votes here.  I'm not sure that the best program is the one that will be the most popular.  It may be, it may not be  But I think it's very useful to go to the employees and say, "We're thinking about this.  We really value you as a key ingredient in making DHS successful.  We value your opinions.  And as we finalize the demolition of these programs, we want to know what you think."


So, those are my points at this point.  Again, with the others I am very glad to be part of

this process.


PROFESSOR INGRAHAM:  Good morning.  I'm Pat Ingraham, Professor of Public Administration, and a Professor at the Maxwell School of Citizenship and Public Affairs at Syracuse University in Syracuse, New York, where it's not yet snowing.


I concur with the comments that have been delivered by my fellow team members.  I have just a couple of additional comments to add.


The first is that as we talk about these 52 options, as it's already been noted, not option by option, but as packages and as component parts, it's important to keep in mind that what we're looking at really is a system that's over 100 years old.  It's a crusty old beast.  It has never been looked at in terms of completely strategic change.  And this is an historic opportunity to do that, to put the pieces together in a way that is careful and thoughtful, but primarily strategic as well.


I think that if you look at effective organizations around the world, you do not find an

effective organization that does not have an effective human resource management process.  People are in every organization the single most important resource the organization has.  And to manage them well must be the absolute top priority.


For DHS, the Department of Homeland Security, in my view that means moving beyond the status quo and giving managers and leaders and employees the tools they need to achieve the mission in the best possible way.


This is an historic opportunity.  I am very proud and very pleased to be a part of it.  So thank you very much.  And I wish us all God speed as we proceed.


PROFESSOR TOBIAS:  Good morning.  I'm Bob Tobias.  I teach at American University, and I'm also the Director of the Institute for the Study of Public Policy Implementation there at the University.


I too appreciate the opportunity to participate in the important work of creating a personnel system for 180,000 Department of Homeland

Security employees.  And I too, like Pat, concur with much that has been said previously.


As I read the 52 options, and attempted to evaluate them one against the other, I was reminded of how easy it is to forget that a personnel system's goal is to provide the infrastructure for a high-performing agency.  We need a personnel system that attracts, motivates, and effectively uses the knowledge worker workforce to address the complex ever-changing problems DHS faces today.


I believe there are several tests that might be used to evaluate whether the personnel system supports the goal of becoming a high-performing agency.  And I suggest two that I'll be using.


First, does it support the effort of every employee and manager to align their interests, attitudes, and behaviors toward the accomplishment of the DHS mission?  Interests and attitudes can be aligned to change behavior through a coercive personnel infrastructure.  The carrot of promotion and the stick of threatened discharge can be used

to attempt alignment.


I say 'attempt' because there's no evidence anywhere at any time that coercion as I've defined it, has much success in actually changing behavior or in creating a high-performing organization.


An alternative approach is to align interests, attitudes and behaviors through collaboration.  That is, the inclusion and involvement of employees and managers in

decision-making.  This approach rests on the belief that sharing information and creating understanding prior to making decisions has the greatest chance of actually aligning interests and attitudes, and most importantly changing behaviors.


The criticism of creating a collaborative environment for decision-making is that it takes too long.  If collaboration is required, I as the  decision-maker have to talk with you, not to you.  I have to share information with you.  And then I have to try to reach a decision with you.


If I don't have to do any of these things,

I can make many more decisions in a day; I can be much more efficient with my time.  But making a decision is the beginning, not the end, of changing behavior.  If the goal of my decision is to change behavior, I have to implement my decision.  And we are all too painfully aware of the number of insightful, elegant, unimplemented decisions that are made in this town.


Of course, the decision-maker can feel pound about having made a decision, but nothing never really happens.  Presumably, decisions are made with the goals of changing behaviors.  To change behavior, the decision has to be implemented.


Collaboration at the decision-making phase promotes not only better decision-making, but also, and more importantly, faster and more thorough implementation of decisions.  If the goal is changed behavior, not just making decisions, collaboration substantially increases the chance of changed behavior.


There's a mountain of anecdotal evidence

of the success of collaborative decision-making in both the public and private sector.  And at least one case where there's very hard evidence of its success.  Booz Allen & Hamilton conducted a

cost-benefit analysis of the collaborative environment at the United States Customs Service.  And in an October 28, 1998 report, Booz Allen concluded that, "For each one dollar Customs invests in collaborative activities, it receives approximately $1.25 in benefits."


So notwithstanding the time spent, the Customs Service made a 25 percent return on its investment.  A very handsome return, I might ad.


It may be argued that today's Custom Service and today's DHS have substantially changed from 1998.  Because of the threat of terrorism, the Custom Service, now the Bureau of Customs and Border Protection, can't take the time to collaborate.


While I believe it is true that there are some instances where fast decision-making is critical, I don't believe it is true for every

decision.  So for me, I will be looking to recognize the need of DHS to make fast decisions in the interests of national security against the creation of a collaborative environment that I believe is critical for actually changing behavior and creating a high-performing agency.


Second, I will be looking to test whether the new system is credible with managers, employees, and the public.  Does it truly support the effort of employees and managers to maximize the potential of every employee?  Or does it merely give the merely give the illusion of support?


A high-performing agency requires a credible personnel system, one that is understood and accepted because it is perceived as fair, rational, and capable of being applied consistently.  Without an understanding and acceptance of the personnel system, it cannot and will not be capable of supporting the effort of managers and employees to maximize their potential.  Those who challenge a proposed change are often labeled as resistors, or opposed to change, and

therefore dismissed out of hand.


While change is difficult and often resisted, those who challenge often have an important point to make.  For example, in 1978 when the existing civil service law was enacted, the opponents argued that the creation of critical elements and performance standards would transform the federal government into a high-performing organization.  The resistors argued that nothing would change without a far broader change in the agency organizational culture.


After the passage of the Act, every person in the federal government was given critical elements in performance standards.  And here we are again, 25 years later, acknowledging that in spite of the promises and the effort, little changed.


There has been substantial resistance to many of the 52 options we have before us.  Will we once again assume that the resistors have nothing to say?  Or will be attempt to create something that is credible while acknowledging that change is difficult?


The risks of failing to create a collaborative, credible personnel system are great.  First, we'll lose the opportunity to take steps toward better performance.  And DHS is a critical agency that needs to maximize the potential of every employee who works there.


Second, we'll run the risk of creating cynicism rather than excitement, reinforcing the "We have always done it this way syndrome," rather than creating a learning environment; and discouraging the gift of discretionary energy that employees can and sometimes give in the right environment.


We want to create a personnel system that supports and encourages employees to give the energy that cannot be extracted by any manager.  We want a personnel system that removes all of the barriers and encourages the gift of discretionary energy.  We need every ounce of it, because only then will we have a chance of creating the

high-performing agency that the country needs.


Thank you.


DR. McTIGUE:  Good morning.  My name is Maurice McTigue.  I'm a member of the faculty at the Mercatus Center at George Mason University.  And I'm very appreciative of the fact that I was invited to join this important review committee.


I want to first make the observation that post 9-11, we must accept that there are parties around the world who wish to do harm to Americans here in their homeland.  The fact that hasn't been repeated is probably a reflection of the success of the organizations that are represented here.


Each of the organizations represented in the Department of Homeland Security has been charged with continuing to carry out their historic role, with no diminution of diligence of achievement.  However, added to that is an overarching responsibility to maintain the security of their homeland.


As we look at HR policy, we must always reflect that the decisions being made are to further the ability of these organizations to succeed in securing the security of the homeland.


That threat would seem to me break into three categories:  The status quo, where there is no knowledge of an increased threat level.  High risk, where there is information that would indicate a significant increase in threat level.  Or under attack, where an attack is currently occurring, or in the immediate aftermath of an attack.


What we need to know from the leaders of these organizations is:  How are you going to structure your human capital differently from the past to meet this new obligation?  How is that different structure going to conflict with the cu current rules governing human resource management?


What are the new skills, talents, and capabilities required of this expanded mission?  I think Commissioner Bonner touched on those, but I would like him to touch on it more deeply.  When he mentioned he needs speed in hiring.  He needs to be able to hold people accountable, I presume that's if somebody were to put at risk the security of the nation.  He need to be able to recognize

exceptional talent or exceptional performance.  I presume that's where people are able to find new and better ways to make us more secure.


I don't want to have to presume, sir; I'd like to know in more detail, so that when we make decisions about these options, we know we're making right decisions.


We need to know how your human capital is deployed differently in each of the scenarios above.  We need to know what change in human resources policy is essential for you to able to accomplish your mission in each case.  Because unless we do that, we may indeed produce a new human resources policy as a model for the rest of the US government, but we may fail in the critical factor of making America more secure.


I take it as a given that one of the primary responsibilities of the American government is to be a good employer at all times.  But it also has to a good leader in proving for us the security that we are entitle to expect when we live at home.  If that requires changes to the history of human

resource management, then we have to accept that the changes must be made.


But we need to know that the strategies adopted by these organizations, the way in which they are going to build their human capital, and the new skills and talents they need to develop will be served by any new human resource policy that we do indeed recommend.


Thank you.


DIRECTOR BASHAM:  Good morning.


I'm Ralph Basham.  I'm the Director of the United States Secret Service.


And first of all, I'd like to say thank you to Secretary Ridge and Director James for extending me this opportunity to be here to participate in this very important effort.


I'd also like to thank the co-chairs of the Senior Review Committee, Steve Cohen and Janet Hale, for the efforts.  As well as the leadership of the Design Team, Melissa Allen, and Kay Frances Dolan, and Ron Sanders for your commitment and leadership throughout this process.


I'd also like to extend my gratitude to the members of the DHS OPM Human Resources Design Team, including our own Secret Service representative, for their untiring labor to develop the Design Team report that we are discussing here today.  This report clearly presents a comprehensive and thought-provoking analysis that the SRC can utilize to identify those core features that will enhance the DHS workforce and make the Department even more mission-effective.


I approach this topic today from the perspective of one who has been involved in federal law enforcement, and the United States Secret Service in particular, over a span of 33 years.  My perspective is also influenced by the additional lessons learned as the Director of the Federal Law Enforcement Training Center, and as Chief of Staff of the Transportation Security Administration, the latter of which I am very pound to have been a part of.


Every federal agency possesses a unique culture and mission that must be considered when

discussion human resources management and in contemplating potential changes to who we manage the federal workforce.  Let me share with you for a moment that dynamic as it relates to the United States Secret Service.


Historically speaking, the Secret Service is an older federal agency.  We were established in the 19th Century by President Abraham Lincoln on April 14, 1865, the very day he visited Ford's Theater and was assassinated.  An institution that is now over 138 years old.  The agency was initially established in the Department of the Treasury as the nation's federal law enforcement bureau to combat counterfeiting.  Which ran rampant throughout the Civil War.  And in 1901, following the assassination of three United States presidents within 35 years, the agency was also given the statutory mission of presidential protection.  And then on March the 1st of this year, the service was transitioned to the Department of Homeland Security, fully intact and independent of the four departmental directorates, and with the direct

reporting to the Secretary.


Over the last century the agency's mission has expanded to historical proportions.  Currently the agency is authorized to protect more protectees than ever before.  Including the President and Vice President, their families, two cabinet positions, the Secretary of Homeland Security, and the Secretary of the Treasury.  As well as foreign heads of state that visit the United States.


In addition, the Secret Service is mandated by statute to serve as the lead agency in planning, designing, and implementing the security for national special security events.  Currently and over the next 18 months, the agency will be responsible for four NSSEs.  The Democratic National Convention in Boston; The Republican National Convention in New York; The G8 Summit at Sea Island, Georgia; and the Presidential Inaugural in 2005.


Our criminal investigative mission has similarly expanded, substantially so over the last three decades, with the growth of economic

commerce.  Today the Secret Service is statutorily authorized to investigate any crime compromising the integrity of our currency and financial instruments, as well as any crime attacking our nation's financial institutions, financial payment systems, and infrastructures supporting our national economy.  This includes identify theft, credit and debit card fraud, telecommunications fraud, and computer crimes, a list that virtually covers every aspect of our modern economy.


This dual protective and investigative mission that I have been describing positions the Secret Service in a unique way.  Because of our national security mission to protect our nation's leaders, the White House complex, and executive offices of the President, and the special national security events, every Secret Service agent, Uniformed Division officer, and supporting Secret Service employee is required to possess a top secret security clearance.


I genuinely look forward to the exchange of ideas and discussions over the next three days.

But there are several key areas that I will personally be focusing on:


First.  The Secret Service needs to continue to compete successfully for the best and brightest employees in competition with the private sector.  Initial salaries offered in the private sector for entry level employees at virtually all levels have outstripped the current federal pay system.  Greater flexibility is required to set pay for new employees, to induce our youth to consider a federal career.


Second.  Our agency invests hundreds of thousands of dollars in formal and on-the-job training to a highly motivated, mobile, and youthful workforce.  Quite typically, the average Secret Service employee after less than ten years on the job, has developed a unique and highly marketable skills set that private sector seeks out.


For example, out electronic crime special agent program develops individuals with world-class computer, forensic, and electronic investigative

credentials that have been sought out by an impressive array of blue-chip corporate employers.  More and more frequently our agency has been losing mid and senior level supervisors and employees because of our inability to rapidly and effectively remunerate highly specialized competencies or performance with compensation even remotely competitive with the private sector.


Pay systems cannot be structured in a vacuum or in a way that fails to consider external economic forces.


Many of us who began our careers in the 1960s and 1970s remember a time when public service was viewed as the ultimate and lasting contribution to our nation.  But federal service was economically more competitive then.  What has not changed is the extreme importance of successfully carrying out the mission of government.  The Department must be able to attract, attain, and sustain the motivation of a world-class workforce.


I hope we can focus on this and other important features as we go through this three

days.  And again, it is an honor and a privilege to be with you here today as we discuss the range of options that will make the Department of Homeland Security's human resources system a model for the 21st Century.


Thank you very much.


MS. HAUSSER:  Good morning.  I'm Doris Hausser.  I serve as Senior Policy Advisor to OPM Director, Kay Coles James.  I also serve as OPM's Chief Human Capital Officer, which gives me overall responsibility for advising Director James on policies and practices for the strategic management of our agency's human capital.


My previous responsibilities throughout my career at OPM have provided me the opportunity to develop and administer government-wide policy for many of the human resources management programs that we will be considering here this week.


It is a pleasure and an honor to be invited to participate as a member of this Senior Review Committee for this extremely important effort that OPM and the Department of Homeland

Security are undertaking together.


Congress directed the Secretary and Director to establish a 21st-Century human resources management system.  It is exciting to be challenged to produce a modern system, specifically designed to operate in today's world, rather then the world of mid-20th-Century technology and organizations.  The key element of that connotation of modern, I believe, is the mission focus that we've heard a lot about this morning.


At the same time, it is essential that we establish a system that supports the merit system that our nation's civil service is founded upon.


Some may view modern and merit as being in conflict.  I believe strongly that that is not the case.  They are not mutually exclusive, and we have a golden opportunity to demonstrate that.  Indeed, it is essential that we demonstrate how they can complement each other.  OPM stands foresquare behind merit, but we also recognize the need to leave behind outdated processes and practices.  And we must not let merit be sacrificed in the name of

modern.


As we turn to the work we will be doing over the next three days, I believe this entire system design effort is best understood as operating on two dimensions:


First and in some respects foremost, we are working through a process for formulating a new human resources management system for a critical new cabinet agency.  That process itself deserves attention and commendation, almost irrespective of the particular content or administrative systems we discuss.  The fact is that Congress has entrusted a significant amount of administrative authority to the Secretary and the Director, but did so with clear expectations as to the collaborative approach that was intended.  By that action, Congress recognized several important principles:


The first principle is the idea that the responsible management official held accountable for achieving mission results should be empowered to equip him or herself with personnel authorities that are tailored to the mission, the work

technology, and the workforce of the Department and its components.  That principle is achieved here through the active hands-on involvement of the DHS officials in all aspects of this effort.


The second, and to me more important principle is that any new emerging or evolving systems for human resources management can be and must be consonant with the merit system principles, and eschew prohibited personnel practices.  That principle is achieved through the active involvement of OPM officials throughout this process.


Ultimately, of course, OPM's role is and should be key, as Congress specified that the new system would be implemented through joint regulations by the Secretary and the OPM Director.


A third and equally essential principle for the process we're undergoing is that the employees affected by the new system should be given a voice in its creation.  At this juncture that principle is achieved through the participation of the leaders among their elected

representatives.  Of course, the larger process also took care to solicit direct employee input through a series of successful townhall meetings and focus groups.


The fourth principle is that development of any new system should be guided by the

highest-calibre technical expertise available in the areas of effective human resources management practices. We achieve that principle with the presence of specially selected technical advisors on this Committee, as well a few of policy wonks from OPM.  Of course, the impressive results of the Design Team clearly indicate the high level of technical expertise that was applied in developing the options.


Together, these four principles are driving a process that I am convinced will succeed in providing the Department with an outstanding human resources management system.  The particulars of that system comprise a second dimension that this entire system design effort entails; namely, the specific content of the human resources

management policies that will form the system.  Of course, those specific policies and practices we will discuss here will get, and they do deserve, a lot of attention.  And I look forward to discussing the pros and cons of the various options and clusters that have been developed.


I believe we can work together on this Committee to identify the most promising means among those options to deliver both merit and modern as the Congress expects.  Either one without the other will not meet expectations.  Each one supported by the other offers the best hope for advancing the Department's mission and securing the homeland.


Again, I appreciate the chance to contribute, and look forward to the discussion.  Thank you.


UNDERSECRETARY LOY:  Thank you very much.  And good morning, everyone.


My name is Jim Loy, and I'm the Administrator at the Transportation Security Administration.


I too would like to up front acknowledge the enormous amount of effort and good effort and good results that are represented in the 52 options that are presented to us in the book, and look forward to being part of this SRC's effort to work our way through them, and offer forward to both Secretary Ridge and Director James the right package of activity and thinking.


I guess we've heard from virtually every spokesman around the table so far the focus on mission.  And I would certainly want to be included in that number.


The events of 9-11 brought home, I think, to all Americans the radical changes needed in terms of how America insures its security.  It's not all about HR processes.  It's lots of other things as well.  But as I think several of our specially academic advisors this morning have helped us understand, the structural foundation of HR to not only get us started in that regard, but to hold onto that for as long as possible, is enormously important.


We've heard about how long the current system has been in existence.  We've heard it referred to as 'crusty' on one hand, and part of our lives for so long, on the other.  I frankly believe that there is a shelf life, almost a step function kind of notion to many of these things.  And we're at a point in our national experience when the next step function has to be dealt with.  And that is, I believe an opportunity presented to this Committee, together with what we see and hear about what's going on in the Pentagon, that will enable our nation to take stock of how to step forward with an HR foundation, to get the mission done, that is no longer always perceived as being easy to accomplish, and when hard over there, but as 9-11 so abruptly showed us, unfortunately is now part of our daily lives at home.


I am concerned today about complacency already entering into the thinking patterns of so many who are challenged with very hard things to do.  And the change dynamic associated with making those things happen is not always what everyone

would sign up for, but I think more and more of us understand absolutely must be dealt with.


We remember the conversations about connecting the dots in the aftermath of 9-11 and how we didn't do a very good job of doing that as a nation.  Today is an opportunity that recognizes that we probably almost didn't take a decade off, but something close to that, and woke up with a pail of cold water in the face on 9-11, such that the window of time between the fall of the wall and the dissolution of the Soviet empire allowed us to relax.


And now today, especially for those of us around this table who spend probably a half to an hour every morning reviewing the intel as it goes by, recognize that our responsibility as leaders in this set of organizations known as DHS must be to keep that harsh recognition in front of all of us.  The edge must not be lost.  But first in order not to be lost, it must actually be acquired.  And we are still in the process of doing that.


I think gone are the days when petty

departmental rivalries and bureaucratic processes could stand in the way of information sharing and analysis and effective joint efforts to identify and resolve terrorists threats before they touched our homeland.


And so America in the wake of 9-11 started down a new path.  Some of the legislation reflected in the immediate aftermath are the Aviation Transportation Security Act, which formed TSA.  And of course, HSA, the Homeland Security Act.  And others as well.


New legislation, new agencies, new ways to address these very, very real national security mandates, that are in fact the mission of what we grapple with day in and day out.


Those of us in the trenches, trying to adapt and design and build those things that will meet mission, recognize time and time again how dependent to a degree we are on HR systems that may have very well have been good enough yesterday, but are no longer good enough today.


It's no longer acceptable to take five

months to hire a bio-terrorism expert needed to respond to an act of terrorism that might take five minutes to perpetrate.


It's no longer acceptable to tie up resources, bargaining over the new location of a staff telephone that must be removed out of an office, now locked due to new security protocols.


It's no longer acceptable to be

non-competitive in the talent marketplace, as many of the other speakers have already mentioned.  Just because a decades-old pay system cannot timely and effectively adapt to today's realities.  The stakes are just visually higher, and we must do better.


It's no longer acceptable to take months or even years to address unacceptable performance or conduct.


In short, it's no longer acceptable to maintain the status quo, just because it's known and comfortable, when our new realities clearly demand new solutions, and in the case of DHS, deal with missions of enormous consequence to our country and to every America citizen.


TSA's experience in this last two years has demonstrated that these personnel flexibilities can be used to meet critical and daunting mission requirements.  In slightly more that a year, and really in about five months, TSA went from zero to 60,00 employees, and did so with no infrastructure or systems in place to start the task.  How did that get accomplished?  By way the specific and unique authorities granted to this organization in the Aviation Transportation Security Act by the Congress of the United States.


TSA simply could not have accomplished this incredible start-up without those flexibilities.  Did we have problems in standing up the organization?  Absolutely.  But critics should not confuse those problems with the exceptional value of the personnel flexibilities associated with getting results and meeting over 30 Congressional deadlines imposed on this brand new organization.


We did have significant problems: among other things, in paying our employees on time and

getting their benefits right.  And my comments are not meant to minimize the serious impact of those problems on each and every one of our employees.  No one takes that more serious than I.  I have spoken to too many of them face-to-face, or on the phone.  Not getting paid or not having your health insurance coverage in place when you go to use them are serious matters.  And TSA has taken those problems on with great commitment.


We have persevered and methodically continue to apply every effort to insure such problems are corrected and do not recur.  We are now probably at about 95 percent of the clean-up process of those things which unfortunately were part of the stand-up while we concentrated on meeting those Congressional deadlines.


But here's the point:  Despite what some critics would have you believe, those problems derived from the logistical problems inherent in the enormous mandate TSA faced.  They did not occur because of TSA's new personnel flexibilities.  Bottom line:  As we pressed forward to meeting

almost impossible deadlines, we were and remain at work.  Mission was and remains paramount.  And as first as possible, we got to the building of the infrastructure end that is part and parcel of supporting that 60,000-person workforce.


If you just consider the practical implications of starting from zero and setting up infrastructures and processes that would take you from zero to 60,000 in about six months, think of the reality of recruiting, assessing, hiring, starting, and training 5,000 brand new employees a week for months on end.  There has been no comparable experience for any organization in this government since World War II.


TSA personnel flexibilities allowed it to succeed in hiring tens of thousands of

well-qualified people to meet the legislated deadlines, quickly attracting and hiring the talent necessary, including the talent with the specific security and industry experience needed to accomplish this Herculean task; developing competency-based procedures to quickly adjust to

staffing reductions imposed by funding limitations when that became appropriate mid-year.


It is not an overstatement to say that our country, including our Department of Homeland Security, is locked in a bit of a life and death struggle against international terrorism.  Just as the Department faces an historic opportunity to chart a new course in security missions, in support of America's defense against terrorism, it needs personnel weapons that at flexible, adaptable, and agile.


We cannot accept old support systems, just because they are known to provide some level of comfortable or familiarity.  We need to chart a new course in the HR systems we design.


Those new HR systems need to be modern and market-based, to allow us to compete in the marketplace for the best talent, because it is the best talent that has to be placed on these missions;


Derived from best practices to facilitate the pursuit of excellence and to pursue excellent

employees;


Compatible with and understandable to the private sector, to facilitate the movement back and forth as necessary between the public and private sectors;


Flexible, agile, and responsive.  That is, they need to be able to change when and as needed,  to meet the immediate requirements of our vital security missions.  Often requirements that you only know of moments ago;


Simply and streamlined, so that resources are spent on mission accomplishment, and not on filling out forms and checking boxes;


To provide effective and timely venues and avenues for rewarding excellence and eliminating mediocrity.  Because only excellence can be accepted in response to the threats that we're dealing with in this Department;


And we want to promote model work place values.  That is, to promote and protect that individual from unfair or arbitrary treatment and promote respect for the contribution of the diverse

group that will be needed to truly make the Department succeed, to meet all those merit-based concerns Doris mentioned just a moment ago.


The ATSA and the Homeland Security Act both recognize the need to set up modern, flexible, and effective HR systems.  And the Department now is faced with the choice of whether it will take up the challenge to do the hard work necessary to make these needed changes.


To chart a new course will require change and far more work than retaining the status quo.  But this is work that absolutely must be done.  The new realities or our world and our mission for the people of this country require it, and demand that we not settle for anything less.


Thank you.


MR. RANDALL:  I'm Mike Randall.  I'm National President of the National Association of Agriculture Employees.


I first want to thank the Department and OPM for recognizing the importance of labor's involvement in this important project.  We're glad

we're here.


In my other job, I'm a front-line employee of the US Department of Agriculture.  I work for Plant Protection and Quarantine, a component of the Animal and Plant Health Inspection Service in Honolulu. My prime function is protecting American agriculture.


I am not a DHS employee.  My agency was divided.  Many of my colleagues, my second family at work, found themselves in DHS's Customs and Border Protection, and they readily accept this responsibility.  We have a responsibility to my work family.


Bridging differences can come from understanding perspectives.  My perspective today comes from six time zones away, and I am plenty perplexed that these long meetings have to start at 2:30 in the morning.


[Laughter.]


MR. RANDALL:  But I'm confident we'll finish by lunch.


[Laughter.]


MR. RANDALL:  As we begin this process of sorting options and elements of a new personnel system, in helping DHS in its important mission to protect the United States, it is our sincere hope when the final product comes out, when the final regulations are issued, we will see this final product bears the finest marks towards an improved personnel system for all who worked on the Design Team, all the stakeholders involved, the citizens, the industry, labor, and the Department.


And thank you for allowing me to be here.


MR. SANDERS:  Thanks, Mike.


My name is Ron Sanders.  I'm Associate Director of the Office of Personnel Management for Strategic Human Resources Policy.


The United States has perhaps the finest civil service in the world.  So good that our citizenry has come to take its excellence for granted.  An essential element of our Constitutional democracy, our career civil servants assure continuity and competence in the administration of our federal government.  Without

regard to political party or election result.  That raison d'etre, that reason for being, is as valid today as it was when the Pendleton Act was passed in 1883.  And Bernie, I know you weren't around then.


[Laughter.]


MR. SANDERS:  However, our civil service system, that system, is not over 100 years old.  It is based on assumptions about our government's work, and its workers that are outdated, and it is clearly in need of substantial modernization.


The Homeland Security Act provides an historic opportunity in this regard. And I believe that we take full advantage of that opportunity, without compromising whatsoever the foundation of that system, our merit principles.


Among other things, those principles require that federal employees be hired, promoted, paid, and discharged solely on the basis of merit, their ability to do their job.  Partisan party politics have no place in a system based on ability.  And that first principle too remains as

valid today as it did a century ago.


Nevertheless, the system we have devised to operationalize those principles has become obsolete.  Intended to assure continuity of government, it has elevated longevity over performance.  Built for a workforce comprised primarily of clerks, its one-size-fits-all approach is at odds with the needs of the Twenty-First Century civil service, where agency missions and workforces have become increasingly diverse, complex, and critical.


The system's uniform unitary rules, once it's strength, have become a weakness.  Intended to ensure fairness in equity, they foster sameness and allow mediocrity.  To the point that few, if any distinctions, are made between top performers and those that are merely doing their time.


Designed when stable bureaucracy was the ideal, it has become immune to change in a world where speed and agility and flexibility are essential to our very security and survival.  And its emphasis on process and procedure has sometimes

come at the expense of accountability, high performance and results.


DHS represents the first great step in modernizing that system.  Proposed by President Bush to guard against the threat of terrorism, the Department's success depends upon its ability to field a skilled, agile, high-performing workforce.  And as a result, it's enabling legislation gives the Department in partnership with OPM, its employees, and its unions, the authority to design a completely new HR system for most of its 180,000 employees; unprecedented flexibility to literally rewrite the civil service laws and procedural regulations that would otherwise govern how it classifies, evaluates, compensates, and terminates its employees.


However, by law, that flexibility remains firmly and unequivocally bound by our system's core values:  Merit, ability in performance, integrity, and accountability.  The authority to exercise those flexibilities is shared by the Department's Secretary and the Director of OPM, one accountable

for mission, the other for merit principles.  However, this duality is not to suggest that the two are somehow at odds.


I believe just the opposite is true:  That mission and merit are inextricable, one an extension of the other, literally a mirror image.  And I'm confident that we can design a civil service system that is a model of both.  A system that preserves and protects the core values that have so successfully anchored our civil service and yet focuses unwaveringly on the Department's mission, performance, accountability, and results.


This bottom line focus is one of the cornerstones of the President's management agenda, and nowhere, nowhere is it more important than at the Department of Homeland Security.


I'm confident that it can be achieved in a way that protects, even promotes merit principles, and propels them back to the future.  And I look forward to the journey.


MS. KELLEY:  Good morning.  I am Colleen Kelly, and I'm the National President of the

National Treasury Employees Union.  And it my privilege to serve on this Committee as an elected representative of the hard-working men and women of the Department of Homeland Security.


For many years, I have witnessed the commitment and the courage shown by these employees as they perform their jobs.  They protect our country from terrorist and terrorist weapons.  They enforce our nation's trade, immigration, and agriculture laws, along with hundreds of other laws.  They interdict narcotics.  They approach smugglers and apprehend smugglers and others, trying to cross our borders illegally.  They collect revenue that funds the work of our government.


Their dedication to their duties is remarkable.  They are on the job 24 hours a day, 7 days a week, doing work that is both physical demanding and dangerous.  They work long hours in all kinds of weather and surroundings.  They have been beaten, stabbed, run over and shot.  Sadly, many employees of agencies that now make up the

Department of Homeland Security made the ultimate sacrifice for their country:  They gave their lives in the performance of their duty.


I am grateful for their hard work and sacrifice.  They have dedicated themselves to their agency's mission.  They make our country safer.  They have earned our respect.


The Homeland Security Act allows the Secretary and the OPM Director to waive parts of the law that governed the employment of these dedicated civil servants for decades.  The Act, however, also reinforces their duty to treat DHS employees with respect.  The Act requires that merit systems principles be preserved and protected.


As does the Civil Service Reform Act, the Act ensures the right of employees to organize, to bargain collectively, and to participate through labor organizations of their own choosing in decisions which affect them.


The Act requires that employees be treated fairly in appeals of decisions relating to their

employment, and that appeals procedures afford employees the protections of due process.


Finally, even if the Act does not expressly say so, I don't think anybody will disagree with me when I say that DHS employees deserve to be compensated fairly for the important work that they do.


Change for the sake of change would be a disservice, not only to the dedicated women and men of the Department of Homeland Security, but to the country that they serve so well.  Nor does a rush to implement change serve the Department, the employees, or the country well.


Efforts were made to communicate with and listen to employees as part of the months of work that led up to this meeting.  The voice of employees is well-documented and should be heeded.  To be successful by any and all standards, the DHS HR system must be seen as credible, fair, and transparent to the employees who will work under it.  They must trust it in concept and in implementation.  Otherwise, it will fail.


And on this one issue I believe we can all agree, that for the Department of Homeland Security, failure is not an option.


I want to join my colleagues in expressing my appreciation for the hard work of the core members and the field members of the Design Team.  I hope that our discussions of the options they produced will result in a human resource system that will be a model for all others.  A system that values, recognizes, and encourages the contribution that employees, through their unions, make to the accomplishment of the agency's mission.  A system where employees are confident that their employment issues will be addressed fairly, objectively, and expeditiously.  And a system that is credible, fair, and transparent, and that properly compensates them for the important work that they do.


Front-line employees are counting on all members of this Senior Review Committee to recommend options that create a fair and accurate record of the options that should be considered for

implementation by Secretary Ridge and Director James; that what is right for employees as well as the Department will be supported by all on this Committee, and that the voice of employees will be heard and appropriately responded to; that what they said will have an impact; and that they will receive the respect that they deserve from this process and the respect that they deserve from the ultimate decisions that are made following this process.


Thank you.

INTRODUCTION OF FACILITATOR

MR. COHEN:  Thank you all for your very, very thoughtful statements.  They're all very much appreciated.  Before we take a break, that I suspect many of us are looking forward to, it is my pleasure to introduce to you a gentleman who is going to help us work through this extremely important process.  Dr. Albert Hyde.


Dr. Hyde is currently Senior Consultant and Adjunct Faculty with the Brookings Institution Center for Public Policy Education here in

Washington.  He has been with Brookings since 1992, serving as the Center's senior expert on quality management, re-engineering, and business management innovation.  He has directed major re-engineering and strategic planning initiatives with the US Customs Service, the National Library of Medicine, the FAA, and the National Security Agency.


Currently, he is overseeing a major strategic thinking project with the Forest Service.


Prior to working with Brookings, Dr. Hyde had over a decade of private sector consulting experience in quality management and performance measurement with many major corporations in the United States and in Europe.


He also has an extensive academic background, having been a visiting professor at the American University's Department of Public Administration, again here in Washington, and Director of the Policy and Public Management Departments at the University of Pittsburgh, and San Francisco State University, and Director of the Human Resources Management Program at the

University of Houston, Clearlake.


He is the co-author or co-editor of six text books, and has published numerous articles and papers on all aspects of public management and administration in government.  He holds a Ph.D. degree in political science from the State University of New York at Albany, where he also holds an MPA degree in Public Budgeting, and a Bachelor's degree in Medieval History.


It is my pleasure to introduce Al.  Al, the floor is yours.

REVIEW MEETING AGENDA AND PROCESS

DR. HYDE:  That's the last time I'm going to send that extensive a bio.  You asked for two lines.  You were supposed to just choose two and go from there.


Anyway, let me say three quick things about our process and what we're going to do.  First, when we come back after the break, I'll go through very quickly the agenda.  And what we're going to do prior to each of our sets of discussions is have an extensive briefing on all

the core components in the options. I know that they're all on the tip of your tongue, tip of your fingers in terms of all these things.  But just a chance to review them and have the staff to do that.


So that's part of the process.  And that invites the first part of what we're going to be doing.  Because I look at this process and what we're really doing as having a strategic conversation.  And a strategic conversation really is about, not a debate, it's not a negotiation, it's about maybe three things:


First:  What are the questions that you still have that are foremost in your mind?  Because if you have questions about the options, about the features, about the clusters, about what we're talking about, they require clarification, and that is the first step to making sure we have complete understanding of what we're talking about.


The second part is understanding what are you most interested in?  Because 52 options is a lot of options.  But it really comes down to using

the strategic conversation over the course of the next 2-1/2 days to where the emphasis should be, where your most concerned, where your interests lie the most.


And that gets to the final piece, trying to understand why; what it is that's of the greatest value and what you're most interested in.  If we can, in the process of doing this, focus on those component parts of why in the end, in the terms of interests, this will enable us and the staff to do summations to provide reviews of how the conversation goes, so that when we reach Wednesday, and we're talking about wrapping this up in terms of what will go forward for your summary, we'll have some concrete specific ideas and summaries of your thinking as part of this conversation.


The rest of the process in terms of ground rules is fairly straightforward.  It's making sure that we take the time in forming the agenda to focus on your issues, to get your thoughts and ideas, and positions, and go from there.


And that's really all there will be to it.  We have specific start and end times.  But the discussion will flow, based on where you want it to be.  And it's my task, as your facilitator, to try to make sure that we hear all of the voices and get this in play.


We're already past my other function of time management.  We're about ten minutes behind.  Let's take a ten-minute break, get set up for the first part, and let's begin.


(Break.)

INTRODUCE CLUSTERS AND THEIR FEATURES

DR. HYDE:  This will be our ground rules.  For the next 45 minutes or so, Don Winstead and Barbara Saliunas are going to give you an overview of the pay, performance, and compensation options.  We've split that agenda somewhat arbitrarily, but I think this will work.  And if it doesn't, we'll fix it.


But we split the agenda to spent today on the pay, performance, and compensation, and the first 27 options.  And then tomorrow of course

we'll be looking at labor relations and adverse actions and appeals.


But for now, Don and Barbara will give you an overview.  And the only request I have is to  let them go through the presentation first.  Then we'll take a period for questions for clarification and things that you want to just deal with in terms of making sure that you have this.  And then we'll open it up for a series of discussions, beginning with the time-focused and the time series all the way through on all of this.  They're be plenty of time for discussion.  And they'll be here throughout the entire day, here at the table.  But the questions that you have should be on clarification to start.


So, Don and Barbara?


MR. WINSTEAD:  Good morning.  My name is Don Winstead.  I'm the Deputy Associate Director for Pay and Performance Policy at the Office of Personnel Management.  And together with my colleague, Barbara Saliunas, I'm one of the co-team leaders of the Pay, Performance, and Classification

team that was part of the HR Design Team.


As you've already heard, the Design Team developed 27 options that address Pay, Performance Management and Classification issues.


We won't take time here in this presentation to summarize each option individually.  We assume that you've reviewed them already.


In the overview that we provided to you with the options, we briefly described the options development process.  As others have already said, but perhaps bears repeating, the most important point to remember I think is that none of the options represents a consensus view of the Design Team.


The starting point for developing options was the identification of what we called 'system elements' within each of the three main subject matter areas of pay, performance management, and classification.


A good example of a system element in the pay area is pay progression methodology.  In other words, how individual employees progress through a

pay range.


An example from the performance management area is measures.  In other words, how performance is measured.


But we quickly realized that there is an almost infinite number of possible combinations of different system elements in these three areas.  So we decided that it would be desirable to develop options that integrate across pay, performance management, and classification.  And this had the added benefit of helping us to see how different approaches might work in combination with each other.


Some of the pay, performance management and classification options, however, are

stand-alone options, that address only one of the areas under consideration here.  And others are what we call 'plug and play' options that address one aspect of one of the areas under consideration.


My co-team leader, Barbara Saliunas, will talk more about that later on.


Please don't assume that the 27 pay,

performance management and classification options exhaust all of the possible combinations of system elements in these areas.  In fact, we fully anticipate that you, the Senior Review Committee, and later on the Secretary and the Director, may want to consider different combinations of system elements than we have included here.


As I said before, we're not going to try to summarize each option individually.  Instead, we'll focus on a few key system elements in a subject matter area to give you a sense of the common features of options in each category, and also of the major differences among the options.


As we walk through the options, it's probably not important for you to try to keep score on how many options do this and how many options do that.


Instead, our purpose in this overview presentation is to help you focus on which features are most attractive from your perspective, and on which features are most problematic, and why.


On page 5 of the Options Summary at the

front of the Design Team's rep to the Senior Review Committee, you'll see an overview of the pay, performance management and classification options. And I would urge you to turn to that page.


You'll note that we've grouped these options into a series of what we call clusters:  Time-focused options; performance-focused options; competency-focused options; and several other categories.  These labels, however, were applied after the options themselves were developed.  And there is no bright line between most of these clusters.


In particular, performance plays a role to varying degrees, in all of the options in those first three categories.  We looked at the options as a whole after they had been developed, and saw where they fell within various possible ways of addressing them, and decided to group them in ways that might make them easier to review and to discuss here in this forum.


I think the choice of the word, 'focused,' however, as a way of describing those options, is

significant.  It was made deliberately and in consultation with members of the Design Team who reviewed the summary that you have.  It is intended to indicate where the primary focus of the option lies.  At least in comparisons to the options in the other categories.


So when we say, for example, that an options is 'performance-focused,' what we mean to indicate is that the options focuses more attention on performance as the basis for adjusting pay, than is the case for options in some of the other clusters.


So, now let me turn to our discussion of the cluster of options that we've labeled

"Time-Focused."  For the purpose of this overview presentation, I'm going to focus on just a few of the key system elements for pay, performance management and classification systems.


In the pay area, for example, I'll focus on the following features:


First, the structure of that proposed system.  For example, how many grades or bands are

there?  Or how wide are the grades or bands?


Secondly, the method of making structural pay adjustments and which employees receive them.


Third, the system's pay progression and cost management street.


And fourth,  what kinds of pay decisions can be reviewed or appealed?


So, what do these four options in the time focus cluster have in common?


First, all four options have 15 grades, with minimum and maximum pay rates that correspond generally to the GS pay rates.  Another way of saying this is that these options have 15 pay bands with 30 percent pay ranges.  Yes, even the General Schedule itself is a pay-banding system.  It's just that the GS pay band are relatively narrow.


The only exception here in this group is that one of the options has higher maximum rates of pay for each grade, resulting in a system that has  15 pay bands with 47 percent pay ranges, as it turns out.


Secondly, another common feature is that

three of the four options have fixed separates, like the General Schedule, though some options do have more steps than others.  As many as 16 steps for each grade, in one case.  One option, however, was allow pay rates to be set in open range.  Though most employees under that option would still get within-grade increases of the same amount each year.


Another common characteristic of these four options is that the current GS across the board and locality pay increases apply to all employees, regardless of performance.  In other words, individual pay increases are linked automatically to structural pay increases.  I'll discuss the difference between individual and structural pay increases in greater detail when we get to the performance-focused options.


The most important feature that's common to all four of these options is that time in grade is the primary means for advancing through the rate range.  Hence, the label, 'time-focused.'  But that's not to say that some of these options don't

also include performance elements.


And finally all of the options in this cluster use the current GS classification system as the way of evaluating work that's paid under this system.


The biggest differences among the four options in this category are in the area of pay progression and cost management.


Two options, including the status quo general schedule option, provide fixed waiting periods of one, two, or three years, for

within-grade advancement, to step 10.  I think we're all familiar with that system.


One option provides for up to three smaller step increases per year, based on an employee's level of performance.


One option provides an annual within-grade increase of 1.75 percent for all employees in the bottom 80 percent of each grade.  But

high-performing employees under that option could get two, three, or four times that amount each year.


And two options reserve the top part of each grade for employees who receive the highest performance rating, or those with senior-level expertise.


In the appeals area, two options provide for appealing within-grade increase denials to the Merit Systems Protection Board, or through negotiated grievance procedures, as is the case under the current system.


One option provides for the appeal of any within-grade increase decision, through administrative or negotiated grievance procedures.


And one option provides only for internal appeal of within-grade increase denials.


In the performance management area, all four options could work with any performance system that results in the issuance of an annual summary rating.  But two of these options would require at least one summary rating above the acceptable level.  In other words, at least three total summary ratings.


Finally, three of these four options in

this category are designed to cover all white collar DHS employees currently covered by the Title V System, plus TSA employees, who could be converted to the same system, using TSA's separate statutory authority.


The fourth option was designed primarily for white collar DHS employees currently covered by Title V as well.  But it too could be extended to TSA employees.


Let me turn now to the second major cluster, or category, of options.  Which is performance-focused options.


There are eight options in this cluster, and they are somewhat more varied than the options in the time-focused cluster.  So, let's start with what these options have in common.


First, all of these options use wide pay bands.  Even the two options that have GS-linked grades, fifteen GS-linked grades, use wider pay bands under that system than the GS system.  In this case, between 40 and 60 percent.  In addition, all but one of these eight options uses open pay

ranges.  In other words, there are no fixed steps.  All eight options in this cluster provide for pay progression within a pay band or a grade, based on individual, team, or organizational performance.  In fact, this is the characteristic that led us to label these options as performance-focused.


All eight options use the performance management system to make pay decisions.  And all eight options use a position-based as opposed to a person-based on rank and person classification system.  Barbara Saliunas will describe a rank and person option later.


Now, let's see what the major differences are among the options in this category.  Again, I'll choose a few key system elements in each area to highlight the differences among the options in this area.


I've already mentioned that all of these options use wider pay bands, and all but one have no fixed steps.  But there is some variability among these options in terms of the width of the pay bands.  Which can range from 40 percent to 90

percent, or even more, in some of these options.


Before I describe the differences relating to structural pay adjustments, I'd like to pause for just a moment and consider the important distinction between individual pay increases and structural pay increases.


We're all familiar with the kind of pay system under which individual pay increases are linked automatically to structural pay increases.  Under the General Schedule pay system, for example, whenever the step rates in each grade are increased, the pay of an employee at a given step is increased by exactly the same amount as the pay increase for that step.  In other words, the individual pay increase is the same thing as the structural pay increase.


But one of the things we learned in our research is that not all pay systems work that way.  It is possible to design pay systems under which structural pay increases and individual pay increases are independent of one another.


So with that distinction in mind, here are

some of the major differences among the eight options regarding structural pay adjustments.


Three of these options take the step of delinking individual pay increases from structural pay increases.  One of these three provides no automatic general increase at all.  And the other two provide no automatic general increase for employee with below-acceptable performance.


Four other options in this cluster provide all or some portion of a GS-based pay increase to all employees whose performance is at least at the acceptable level.


One option does provide a full increase, a full general increase to all employees, regardless of performance.


And in addition, two out of these options authorize DHS to determine structural pay increases based on labor market factors.


Let's turn to pay progression and cost management.  And again, there is a considerable variety of options in this area.


As I mentioned before, all eight options

do provide for within-band pay progression based on performance.  But they do so in different ways.


For example, three options rely on a performance review panel, or a board, to control performance rating distributions, and the payouts that result from those performance ratings.


Three options, however, use pay pools, and they distribute within-band pay increases using what we've called a 'share formula' that provides greater increases for higher-performing employees.  And this approach to distributing within-band pay increases does not involve the forced distribution of performance ratings.


One option establishes a control point at the 67th percentile, and to advance into or through the top third of the pay range of each grade, an employee must have an outstanding performance rating, or be a certified expert.  This approach also does not involve forced distribution of performance ratings.


In the performance management area, four options include both individual and organizational

measures of performance.  And one option specifically includes the evaluation of team achievements.  Most of the options in this cluster provide that the immediate supervisor or the second-line supervisor assign ratings.


But two options use what's called a

360-degree approach, and they provide that a perform review board, or a top-level agency official assigns the final rating.  Under a

360-degree approach, input is received on performance from supervisors, from peers, from subordinates, and from customers where that's appropriate.


There are a wide variety of rating levels, or patterns associated with the options in this cluster, ranging from a system that provides only for a pass-fail system, to other systems that require at least four summary ratings, or even more.  And one of these options would allow DHS components to choose different rating patterns, patterns that might vary from one component of DHS to another.


Regarding the review or appeal of pay and performance decisions, most of these options provide for internal appeal of a pay and performance decision that involves the denial of a general increase, or a performance rating that affects an employee's basic pay increase.


One option provides for the appeal of pay decisions through administrative or negotiated grievance procedures, and one option provides no appeals process after final decisions are made by an internal oversight review panel.


In the classification area, half of the options in this category groups jobs into occupational clusters.  There is that word again.  Thus, creating what amounts to a pay system within a pay system.  And groupings of jobs into occupational clusters is based on similarity of work, labor market rates, current pay levels, and/or mission criticality.


Half of that options use the GS classification system or modifications of that system for at least some purposes.  For example, to

place positions in the appropriate band.


Two options retain the 15-grade structure of the GS system, while the remaining options in this category use fewer levels of work within each cluster of occupations.  For example, in one option, there are four levels of work:  Entry or developmental, the journey level, senior expert, and manager.  And this replaces the 15-grade structure that we have under the General Schedule.


There is a wide variety of approaches to the review or appeal of classification decisions under these options, ranging from the current rules under which employees may appeal internally within their agency, or directly to OPM, to an option that provides for no classification appeals process at all.  One option would allow DHS to determine the nature of the classification appeals process.


And finally, just as was the case with the time-focused options, most of these eight options in the performance focus category are designed to cover all white collar DHS employees currently covered by Title V, plus TSA employees, who could

be converted to the same system, using TSA's separate statutory authority.


And the remaining options in this category are designed also for white collar employees in DHS; but these systems also could be extended to TSA employees.


This concludes my presentation on the time-focused and performance-focused pay, performance management and classification options.  And now, I'll turn to Barbara Saliunas, who will make a presentation regarding the

competency-focused options and other options.


MS. SALIUNAS:  Thank you, Don.


Good morning.  The competency group I'm going to start with first, and it lends itself very well to the same type of discussion that Don just had regarding the time-focused and

performance-focused options.  I'm going to change the format just a little bit when I get to the other options, because they do cover a fairly wide range of different types features, and they don't cluster as well by their very nature.


In the area of competency-focused options, there are four options that are covered in this category, and they are options 13 through 16.  Whereas performance-based systems tend to focus on accomplishment of results, the competency-focused systems focus on the knowledge, skills, abilities, and behaviors needed to accomplish a mission and to performance a job.  Performance systems can address these as well, but again they tend to focus more on the results or accomplishments.


In each of these options in this category, the pay, classification, and performance management systems would be based in whole or in part on identified competencies for each job.  Two of the options in this cluster are hybrids; and they also use significant features of time and/or performance, in addition to competency-focused features.  The way that they do this is they use different pay progression strategies in different parts of an employee's career.  And I'll cover that in a minute.


Many of the features that you'll see in

these options are similar to features you'll see in the other clusters as well.  But there are some differences that we'll talk about.


In the pay area, with regard to pay structure, the way that the pay structure is set up, one option uses a base pay rate for a position.  But it states additional pay for each identified competency an employee possesses.  This option doesn't use pay ranges, but rather identifies a specific rate of pay based on the competencies that an employee has.


Three of the option use a small number of very wide pay ranges, typically for entry, journeyman, senior expert, and supervisory positions.


All of the options would provide structural or general increases to employees who were at least at the acceptable level of performance.  And two of the options would in fact provide those structural increases to all employee, regardless of their level of performance.


And finally, two of the options provide

for market-based rates of pay, where DHS would be responsible for identifying for particular occupations what the market rates are.


But two of the options retain linkage to GS locality rates.  Now, one of those would start with the GS locality rates, but allow some variation from that, based on DHS's needs.


In the pay progression area, all four of these options provide for pay progression within a pay range, based on acquisition of additional competencies, during at least some portion of an employee's career.  One of these options would actually used a forced ranking system to determine pay increases.  And the way that that would work is that the employee is evaluated against each of the competencies, and then all employees are ranked and categories are determined for pay increase purposes, based on those employee's rankings.


In the performance management area, all of the options measure individual performance of competencies.  And two of the options additionally allow for measurement of results or

accomplishments.  Those options that allow for the measurement of results or accomplishments, or again the performance orientation, use that orientation at higher levels:  Typically journeymen or senior expert levels, as opposed to the entry levels.


Three of the options use performance management to make pay decisions to some degree.  But again, the performance management system is evaluating the competencies possessed by an employee.


One of the options uses performance management only to assure that employees possess the competencies required by the organization, but it does not use the performance rating to determine pay progression in any way.


Finally, one of the options, and this is the ranking option, does not use an overall or summary rating level for employees.  But again, it ranks employees against each other based on their evaluation against each of the individual elements on their performance appraisal.


For all of these options, they allow

internal appeals of pay decisions and performance ratings that are below the acceptable level.  The scope of the appeals ranges from involuntary reductions in pay bands only, or involuntary reduction in pay, or performance rating that has an adverse impact on an employee's pay.  So there is a fairly wide range in terms of what is appealable in those options.


The classification system that is used in each of these options is somewhat simplified from the General Schedule system.  All four of the options, however, do use a position-based classification system.  And as Don mentioned, in a few minutes I'll talk about what a rank and person system is, because we do have one option that does not use positions.


All of the four options retain the GS occupational series to facilitate movement of employees to other government agencies.  But two of the options would allow DHS to modify the occupational series to a limited degree.  All of the options provide for a smaller number of pay

levels.  And one of the options provides for simplified job documentation, as opposed to the lengthy position descriptions that are currently used.


In terms of appeals on classification, all of the options allow internal appeal of classification decisions.  But one of the options does limit that appeal to an appeal of band level, and does not allow a classification appeal on the occupational coverage of a position.


That concludes my description of the competency-based systems.  And now I'm going to move to the remaining options.  There are eleven of them.  On the summary on page 5, two of them are identified separately.  And that's the rank and person system, and the collective bargaining system.  Those are identified as separate systems, because they do cover the full range of pay, performance, and classification.


In the final category on page 5, the other category, there are several options that describe stand-alone classification or performance

management systems.  And finally there are several options that are plug-and-plays.


To explain what a plug-and-play is, this is a concept that we came up with fairly early in the Design Team process.  We realized that there might be ideas that were worth consideration by the Department and by OPM that did not cover a full system, and in fact could fit in to any number of systems.  And rather than requiring the development of a single stand-along option for that, we developed the concept of a plug-and-play that covers some of the system elements within a broader system.


In discussion of these options, to try to work through them, I'm going to address each of the three areas that area a sub-team cover.  And that's the pay, classification, and performance areas separately, and discuss what the features are of each of these systems in each of those three areas.


And there are five of that options that impact one or more elements of a pay system.


One of those options uses a

performance-based pay system where the pay range is determined by an individual, as opposed to the position that the person holds.  And this is the rank and person system that we promised to get to.  This is similar to systems used in the military, in the Foreign Service, and in a number of state and local police departments.  The organization determines the number of people needed at various levels.  There's a competitive process to determine what level an employee will hold.  But assignment in an individual position is not completely dependent on the rank or the pay level that an individual holds.  Rather, you look at the skills needed for that position.


Another option in the pay area would require collective bargaining over pay.


The third option establishes a manage to budget cost control mechanism for any type of system where cost control would be an essential element.


The fourth option establishes a gain sharing or goal sharing program for the Department

of Homeland Security.


And finally, the fifth option would propose to eliminate the wage grade system, and it would cover blue collar workers under the same pay system, whatever that system is, that is adopted for white collar employees.


When Don discussed coverage in the performance- and time-focused options, and I covered the competency, I mentioned that the employee coverage would be primarily white collar workers.  But this option would actually do away with the wage system and cover them under whatever other system was adopted.


There are six of the options that impact one or more elements of a classification system.  One of those options, and this is again the rank and person system that I've discussed, bases the classification system on the value of the employee to the organization, as opposed to the duties performed by the individual.


Two of the options would require collective bargaining over the classification

system.  One of those would start from scratch with complete collective bargaining.  Whereas the other option would begin with the current OPM classification system, and would require the Department to negotiate any changes made to the current system, but it would adopt it as DHS's system.


One of the options would implement a simplified factor evaluation system to classify positions.  And for those for whom classification is near and dear to their hearts, the system currently uses nine different factors to determine what grade a position should be at.  This system would place positions into four clusters, and each of those clusters would have four factors used to evaluate jobs.


As I mentioned, in the pay area, there is one option that would do away with the wage grade system and would put it under whatever classification system was adopted for white collar employees.


And finally, and this may seem like a

little bit of a misfit in the classification area, but I'll explain why it's here.  One of the options would eliminate the use of minimum qualification requirements.  Eligible applicants would be ranked in categories based on competencies in relation to a crediting plan for the position.  The reason that it's here in the classification area is that the current requirement for using OPM qualifications requirements is found in the classification chapter of Title V, and so it is a flexibility found within the Homeland Security Act.


Finally, in the performance management area, there are five options that would impact one or more areas in the performance management system.  One of the options would use a three-level performance management system as one factor to determine an employee's pay band.


One of the options would require collective bargaining over the performance management system.


One option represents the status quo performance management.  DHS components would have

wide latitude in designing their own systems consistent with Departmental guidelines.  There are two approaches in that option, one of which is simply to follow whatever the OPM regulations are, so that if the regulations changed, then DHS would continue to follow whatever the new regulations were.


The other option would adopt the current regulations, which allow fairly significant latitude, as DHS's.  And DHS would decide whether then to make any changes or not.


One of the options would adopt a standard three-level performance appraisal system on a department-wide basis.  Competency-based employee performance standards would flow from organizational performance goals.  This option is based upon the current US Coast Guard Performance Appraisal System.  It would simply adopt that system on a department-wide basis.


And the final option would not mandate the number of performance rating levels, but rather it establishes a process of pre-decisional review of

performance ratings.  It's similar to the current SES performance appraisal system, where an employee is assigned an initial rating, but that initial rating is reviewed by a perform review board, and the employee has opportunity to provide input to that board before a final rating is assigned.


We've just talked about the four clusters of options:  The Time-Focused, Performance-Focused, Competency-Focused, and Other options.  One note that I want to make:  We clustered these options to try to facilitate the discussion because we felt that the options in each cluster had similar features or characteristics that would make it easier to understand them.


Clustering is not always perfect.  And as Don mentioned, many of these options have features that are characteristic of other clusters.  And we just want to make it real clear that the fact that we put an option in one category doesn't mean that it doesn't have strong features in another area, as well.


So with that, I'd like to turn the floor

back to Al.


DR. HYDE:  Thank you, Don and Barbara.


Let's do questions for clarification before we launch into a discussion on the first set of clusters.  Any questions?


MR. SMITH:  Let me start and just ask for clarification on the share system, that doesn't involve a forced distribution, that you mentioned, Don.  I think I know how that works, but I want to make sure as we evaluate, I get a better understanding of how that would work.


MR. WINSTEAD:  The share system, the share formula, actually is designed to take a pay pool, a fixed amount of money in a pay pool, and distribute it according to whatever performance appraisal ratings are given to employees.


There typically would be a pattern.  In other words, you might establish a share system that says that employees that receive the top rating get twice as much as employees that receive the next rating down.  And perhaps employees in that next category might receive twice as much in

those in the category below that.


So, the actual dollar payout for employees with a given rating depends on how many employees receive that rating.  It's a pro-rata share.  And there's not a fixed amount of money that's associated with any one of those shares.  But rather, it depends on the distribution of ratings.


MR. SMITH:  Just as a follow-up, but there is a fixed pool?


MR. WINSTEAD:  That's correct.


MR. SMITH:  So, as with the SES, everybody's outstanding.  Then everybody would get the same average increase--


MR. WINSTEAD:  That's correct.  There is a fixed pool.


DR. HYDE:  Ron?


MR. SANDERS:  Let me follow-up on that. Because I understand how share systems work with bonuses.  You know, how ever much money you budget each year for bonus, and you put it in the pool, and then it's sort of self-enforcing.  If you rate everybody outstanding, the bonuses are worth less

than if you're more disciplined.


Tell me how this would work with base pay increases.  I assume that this is designed to expand that now to base pay increases each year.  So tell me how the pool is first defined.  And then how individual managers and individual employees would figure out how much they're going to get, based on their performance rating.


MR. WINSTEAD:  You're correct that this is intended to expand the notion of a share from the bonus payout to a base pay payout.  In the bonus payout, typically we're talking about dollar amounts; whereas in the case of a base pay payout, the end result is a dollar payout.  It's an increase in the employee's base pay.  It's usually expressed as a percentage of the employee's base pay.


And what goes into the pay pool would depend on other features in the option.  For example, in some options, part of the general increase or maybe even all of the general increase would go into the pay pool.  In other options, the

pay pool might be limited to what the agency typically has expended in the past on within-grade increases, promotions, quality step increases.


So the composition or the amount of money in the pay pool could vary, depending on decisions that the Department makes in that regard.  But once the amount of money that's in the pay pool is decided, then the actual increase would be expressed as a percentage increase.


Just to give you an example, perhaps an employee in the top who receives the top rating might receive an additional increase of say 3.6 percent.  An employee in the next rating below, if the share system is set up so that the employees in the next rating below receive half of that amount, would get 1.8 percent.  And then employees in the next level down, if they were to receive half of that amount, would get 0.9 percent.  That's just a illustrative example.


MR. SANDERS:  And could you set that up, literally on a department-wide basis, or maybe even an occupational basis?  Here's the pool of money

for law enforcement folks, or for the entire DHS front-line workforce?


MR. WINSTEAD:  The composition or the employees that are in the pay pool could vary, however, the Department wishes to set it up.  I think typically pay pools are smaller parts of an organization that are put together into a pay pool for this purpose.  But it could be larger parts, or entire components of an organization, or even the entire Department, if the Department chose to do it that way.


MR. SANDERS:  But the bottom line is in terms of cost controls, this is sort of

self-enforcing.


MR. WINSTEAD:  That's correct.  And that's the intent behind it.


DR. HYDE:  Other questions for clarification?  Doris?


MS. HAUSSER:  Don, one of the things I'm going t  be listening for and may ask for some clarification questions, is to probe a little bit about the notion of varying.  And I'm doing this on

the basis of an assumption that one of the attractive features about the General Schedule is its predictability.  People understand how it works and kind of know year to year what's going to happen.


So, when something could vary, I think that raises the anxiety level a bit.  And I've sensed sort of two levels in what you've described in the share system.  In one respect, for example, the portion of the workforce that could be covered by a pool.  When you say that could vary, my impression is that would be an overall design decision made; it wouldn't vary year to year necessarily, but it would a major design decision that could be adapted if it needed to be.  But would be more likely to be a kind of 'We make that decision once and live by it.'


MR. WINSTEAD:  Right.  I think that's important.  The variability here has to do with the way in which the Department sets up the system; not what happens necessarily after the system is set up.


MS. HAUSSER:  So there could some learned ways this is going to work.


Now, one of the things that might vary year to year and where the share notion comes in is the fact that the amount of that pool that can be associated with a given rating is going to depend on how many of those ratings are given.


And I'm starting to get very  technical here.  And it has to do with that, if everybody gets outstanding the shares for the outstanding are small.  So that could, the distribution of ratings causes there to be some variation in what the payouts would be--


MR. WINSTEAD:  That's correct.


MS. HAUSSER:  And that could change year to year.


MR. WINSTEAD:  That's correct.  That could change, depending upon that distribution of ratings within the pay pool or from year to year.


MS. HAUSSER:  Okay.  So just be warned, I'm going to be poking at that, then.


DR. McTIGUE:  Donald, can you tell us, in

the construction of the pool, is there any linkage between say improved productivity in the Department or efficiency gains?  Or is it just a

pre-determined amount that will go into the pool, without any repletion of those gains?


MR. WINSTEAD:  That's an important point.  As I said in the summary, the performance management system in many of these options is geared to take into account both individual and organizational performance.  And so what that means operationally I think is that decisions could be made at the Departmental level, or perhaps at that component level, regarding the degree to which an organization has achieved the goals that were set out for that organization.  And the pool for that organization could reflect judgments made about the extent to which the organization has accomplished its mission.


MR. COHEN:  Barbara, if I might, could you give us a little bit more in terms of the competency-based systems you mentioned.  I think that in law enforcement or others.  Could you share

just a bit more about where they have been used, and the nature of that use?


MS. SALIUNAS:  Sure.  We actually in reviewing different systems, saw them used in a number of different settings.  In fact, one of the four options is a modified version of the current GAO system, which uses that.  But we spoke with a number of other organizations.


Part of the attraction was in the law enforcement area, I think to that type of an approach.  There was a lot of concern about developing performance standards for law enforcement personnel by members of the Design Team, and particularly results-oriented.  Because if they're not developed correctly, you could impact public trust and confidence in a law enforcement mission.


For example, I think the classic example is if you reward people for handing out traffic tickets, police officers, they're going to hand out tickets.  But the public is going to get irritated about that.


Another concern was if you're talking about an inspector at the border, whether they interdict the drugs may depend upon what shift they're working on a particular day, as opposed to how well-prepared they are to do that mission.


So, looking at a competency-based approach, you're looking at the skills that the person is bringing to the job, the knowledge, the experience.  And it was felt by some members of the Design Team that that may better meet the needs of a law enforcement organization.


But it was also felt that it could used in other settings outside of law enforcement.  And in fact, one of the options has a sub-option including wage grade positions in a competency-based system.


DR. HYDE:  Rob?


MR. SANDERS:  Let me follow-up, to understand the competency-based system.  Does it assume, for example, that once you reach a journey level, whether it's in the general schedule or in a broad-band system, once you reach a journey level, everybody possesses more or less the same level of

competence or competency?


MS. SALIUNAS:  Most of the options also have a senior level, or an expert level, in addition to a journeyman.  So there is one level above that.  But in addition, a couple of the options do more to a more performance-oriented approach, once you get to the journeyman level, so that you would begin to look more at results at that level.


MR. SANDERS:  Good.  You've anticipated my question.  So, the application of those competencies does play in a couple of options, rather than just sort of the collection of them?


MS. SALIUNAS:  Yes.  That's correct.


DR. HYDE:  Bob?


PROFESSOR TOBIAS:  I'm interested in the process of how you developed these various options.  Were they brainstormed in the sense that you started thinking about these things, and you brainstormed options?  Is that how you did it?


MS. SALIUNAS:  What we did is after doing some fairly extensive research--and I think you

received a copy of the summary of the research--was we sat down and we did do some high-level brainstorming, in terms of options.


Once we completed that high-level brainstorming, we realized that some of the

high-level options looked pretty similar.  So we grouped those similar options and then we asked, with an understanding that they might be separated later.  And some were, in fact.  And then we asked for volunteers within the Design Team who were interested in developing options in each of those areas we had at that point.


And we had more than four clusters at that point.  We had probably about 20 groups at that point.  And people could be on more than one group and work on more than type of option.


Some of the groups did in fact, develop multiple options.  Other of the groups just developed one option.  But we tried to ensure that every Design Team's ideas were captured as much as possible.


We also allowed Design Team members who

weren't involved in drafting the options to suggest sub-options.  And you'll see in a number of the options that there are sub-options.  They were not uniformly adopted, because in some cases they would have substantially altered the option.  And what we offered to the Design Team member when it wasn't adopted is:  If you want to propose an additional option, then that's what should be done.  If it materially altered the option.


PROFESSOR TOBIAS:  So once you got finished with the 27 options--I noticed that some of them were identified as related to like the FAA or that IRS, and others are not--did you go back and then link the other options that were not identified as linked to FAA and IRS to organizations that may have similar approaches to pay, performance, and classification?


MS. SALIUNAS:  We did not.  What we did was where it was very close to an existing system, we identified it as TSA modified, or whatever.  But in other cases, the options were really a mixture of different features of different types of systems

that we had seen.  And we can certainly, if you have an interest in where did a particular feature come from, we can certainly make an effort to try to identify that.  But they're much more mixed.


PROFESSOR TOBIAS:  So then, d it be accurate to say that none of these, other than the FAA-modified and the IRS-modified systems, have a proven link to some place or some organizational entity, so that you could say that this system does indeed create a high-performing entity?


MR. WINSTEAD:  Let me try that one.


I think there is a track record with respect to options in many of these areas.


For example, over the last 20 years, the Office of Personnel Management has worked with agencies to conduct demonstration projects.  And many of those demonstration projects, for example, use many of these same kinds of projects.  Like broad-banding.  Or different ways of putting jobs together into a band and creating systems within systems, as we described that some of the options do.


Particular options are not necessarily key to a particular demonstration project, however.  But I think that many of the options embody concepts that have certainly been well tested through the demonstration project mechanism, and also in a number of non-profit organizations and private sector companies as well.


One of competency-based options I think took its cue from a system that we saw in Riverside County, California, where they use competency-based systems for IT positions.  And that was kind of the springboard for the ideas that surrounded that notion.


So, ideas that were generated by this process came from lots of different places and were put together in different ways.  And I think many of them do have a strong track record behind them.


PROFESSOR TOBIAS:  So, in other words, some of the elements from some of the proposals have been tested in some situations, but none of these packages that you've put together have been tested in a way to say with any knowledge pro or

con that they would indeed create a high-performing agency in DHS.


MR. WINSTEAD:  Well, the proof of the pudding is always in the eating.  I mean one of the experts that we talked to, when we were talking about performance levels, for example, it doesn't really matter how many performance levels you have.  What matters is how you implement the system, how well you communicate the system.


I think it's fair to say that some of the options represent novel approaches or new approaches, or things that have not been combined or seen before in the particular combinations that we see them here.  But a good many of them, as I said before, have been tested in other contexts, and certainly the GAO-modified system, the IRS-modified system, the TSA-modified system, have all been tested in those contexts.


PROFESSOR TOBIAS:  When you were thinking about these proposals, did you assess risks of implementation for these various proposals?


MR. WINSTEAD:  We did in a sense that we

consciously tried to identify implications for each of the options.  The implications having to do with the extent to which--it may take, for example, additional training or communication to be able to implement a particular option.  Or risks associated with the possibility that employees might not be willing to buy into a particular option, for example.


It's difficult to assess those kinds of things in any kind of quantitative way.  But I think the Design Team members who worked in the options were certainly very much aware of the risks that would be associated with them, and made every effort to try to identify those in the context of the implications.


DR. HYDE:  Bob, I'm assuming the rest of that question is getting into discussion and debate.  So were going to move on and give Patty one, and then Colleen.


PROFESSOR INGRAHAM:  Thank you.  Yes, I'm hopeful that in the debate portion of this, we'll be able to discuss some of those experiences,

because there are in fact a broad set of situations and organizations in which these exist.


My question, however, is this.  Could you talk through  just a little bit the way that in a competency and performance-based system, career development progression might look?  Or how it's planned and described to both a manager and an employee?


MS. SALIUNAS:  Sure, I'll take that.  Because I think it may be sometimes a little more clear even in a competency-based system than in performance.  But I think it is a very similar type of issue.  Many of these options look at wider pay ranges, where the career is broken down into several major phases:  Entry; sometimes a developmental that's beyond entry; then a journeyman level; and in many cases a senior or expert level, before you get to a supervisory or in tandem with a supervisory level.


So the pay advancement is within this wide range.  But then the norm would be that an employee would in fact advance to a journeyman level.


Some of these systems provide for a simplified occupational grouping, which was designed I think to provide more ability for employees to move from one type of occupation to another similar type of occupation, as well.  So both types of progression.


DR. HYDE:  Colleen?


MS. KELLEY:  Thank you.


I actually have two questions.  The first one is:  Many of these options seem to either be silent, or to clearly state that there will be no union involvement or collective bargaining around the development of the details of the system, and that there will be no appeals that employees have access to for any action taken as a result of the designed system.  Was there any work done by the Design Team that set out parameters that measured these options against anything that might be seen as fair, credible, or transparent, for example?  Or was anything that was put forth able to be moved through to this Committee as an option, without any parameters?


MR. WINSTEAD:  Well, clearly any option, or any idea that a Design Team member wanted to put on the table was something that we made a commitment early on to sending forward to this Committee.


The area that you're getting into here actually overlaps to a considerable degree, I think, some of the issues that will be discussed in the session that we're going to be having tomorrow.  And I'm not trying to defer the discussion necessarily to tomorrow.  But just to say that I know that the folks who were working on options in the appeals and labor relations area, for example, did consider the extent to which, for example, there might be bargaining on some of these issues.  And there are options that deal with that issue, in terms of the scope of bargaining, for example.


Most of the options do provide some form of internal review, at least, for decisions that are made.  And even those that may not.  For example, one of the options that I remember, I'm thinking of right now, has what I think was called

an oversight review panel, and the idea there was that a performance rating would be ultimately be assigned by a performance oversight panel after receiving input from the supervisors, from peers, from subordinates, from customers where that's appropriate, and that the oversight review panel could include, for example, a representative of an employee union.  So that once a decision is made by that oversight review panel, the authors of that option felt that there was no need for any further review or appeal of that decision.


MS. KELLEY:  And I'm sure we will discuss this a lot more tomorrow.  But the reference to an internal review process is one that, as we flush this out on what that means, the example you just gave, Don, of where there would be an employee representative is one, of course, that we're interested in discussing, and hopefully gaining support for.  But many of the others describe an internal review process as no union involvement and no collective bargaining.  And that's really where my question came from.


Can I go to my second question?


DR. HYDE:  Yes.


MS. KELLEY:  Second question.  The Design Team went to great lengths to do some townhall meetings and focus groups in some large cities across the country.  And I heard loud and clear some pretty consistent messages from employees about their feelings around pay, collective bargaining appeals.  Things like that.


After those townhall meetings were held, was there any kind of a process that measured the options against the employee feedback to reframe them, reshape them, reconsider them?


MR. WINSTEAD:  Well, first of all, the options weren't developed until after we had gone through that process of seeking input from the employees at the townhall meetings and the focus groups.  So, all the Design Team members who had participated in those sessions were very, very much aware of the concerns, the issues, the comments that have been made throughout that entire process, and took those issues into consideration in the

development of the options and in describing the implications of those options.


MS. KELLEY:  But just as the guiding principles were used to measure against each of the options, was there any such mechanism to bounce that up against the employee feedback, directly?


MR. WINSTEAD:  I guess there was no specific measure.  But again, the template that we developed, and which was approved by the Senior Review Committee, included the section that we called implications.  And I think that's where you'll find that bumping up, that measuring being done, with respect to each of the options.


MS. KELLEY:  Thank you.


DR. HYDE:  John?


MR. GAGE:  Some of these things look like, you know, the Full Employment Act for HR Specialists.  And I was wondering if, when you were going through these things, if you looked at the productivity costs of them.  And I hear some of the operational managers up here talking about backlogs and certainly mission.  And some of these things

seem fairly simple.  Perhaps the competency might seem a simple thing.  But other ones seem to take huge resources for training, without any real guarantee that the training may do what you want it to do.


So I guess the question is, rather than argue it:  What did you look at in these options when it came to productivity and resources, and what it would take to get them done?


MS. SALIUNAS:  That certainly is something that we assessed through the implications portion.  We didn't try to assess relative impact, but rather assess that there would be an impact there.  So that, because Design Team members didn't always agree on how much of an impact it would be.  But we tried to get that implication captured in each of those options, where there would be that type of impact.


I'd also note that some options may have, you know, an increased work load in one area, but a decreased work load from the status quo in other areas.  And I think we tried to capture that on

both sides.  So, for example, if you use broader pay bands, you may spend much more time making performance-based decisions, but perhaps less time determining what grade level a position should be, because you have fewer different pay bands.


UNDERSECRETARY LOY:  Thank you.  Two areas just of thought.  The many options, as I read through them, became fixes, I'll call it, in the general sense.  And often in these circumstances, one leaps to a brainstorming array of fixes without staying fixated on what was broken.


So to whatever degree we are thinking in terms of this step function notion of going from where we were to where we might want to go, were the options thoughtfully considered against our apparent short-falls, whether those are short-falls in hireability or retainability, or discharge capability, or those kinds of notions.  With respect to the current system, how are we to gauge options vis-a-vis what might be an inventory of the things that we're concerned about with the current system?


MR. WINSTEAD:  I think that the authors of each of the options, or the groups of individuals on the Design Team who worked on the options certainly had in their minds notions of issues that they were trying to address.  So that features of the options would be designed to focus on improvements in a particular area.


For example, in many of the

Performance-Focused options, I think those probably sprang from a conclusion or a sense that the current system may not provide enough performance sensitivity.


UNDERSECRETARY LOY:  Uh-huh.


MR. WINSTEAD:  And so in that sense, those options were designed to address that concern or that issue.


I don't know if that's particularly helpful for you.


UNDERSECRETARY LOY:  Well, it is.  It would be, you know, one of the many pieces within the general notion of devising an array of options to offer forward to the Secretary and the Director

that we have great confidence from this Committee will actually go against what we find to be problematic with the existing system.


And I think in the derivative process of where the team goes in the aftermath of our discussion, a valuable linkage is going to be forged, if you can articulate that kind of a connectivity.


MR. WINSTEAD:  By the same token, I think certainly both OPM and DHS staff will look forward to discussions that this group has within itself regarding the extent to which--


UNDERSECRETARY LOY:  Uh-huh.  And then documenting those as part of what goes forward--


MR. WINSTEAD:  Right, and that will be our expectation as one of the outcomes of this session.


UNDERSECRETARY LOY:  Okay.


I have one other notion, if I may, sir.  And that is:  Due to the complexity of all that we're speaking about, I mean you can take any one of the six major dimensions that we're talking about, and each and every one of those is a very,

very complex thing in and of itself, let along what we hoped would be the integrated version of all six, that's wrapped forward, and either offered forward, or becomes what we want it to be.


And the notion of adapting to the next system, the marketing associated with employee understanding, knowledge transfer, so that the employee work base really understands why and how the step function improvement is what is of value to our country and what is of value to them.


Many of those things then seem to be to find different time lines associated with them, as one would go forward.  And somebody said, our facilitator is an expert in quality management in his old days, so if you even think back to the simple notion of current state and desired state and how you get from point A to point B, through these multiple paths, in the Design Team's work, did you talk about or think through sequencing such things, even to the point where one might be able to press forward very quickly in pay or in classification or in labor relations, or whatever

that dimension might be, and be satisfied with a longer germination process to get where we want to go with one of the other dimensions?


In other words, I could even think about HR laboratories, you know, resident in one agency or another, not unlike TSA has sort of been over the course of this last year with respect to the authorities that were provided to us by the Congress.


So that if you could press forward in different dimensions and still be trying things out, until we were able to communication those and articulate those carefully for the workforce at large.


Any thoughts about that sort of conceptual package of how one goes forward from here?


MS. SALIUNAS:  We certainly had quite a bit of discussion about that within the Design Team.  You do not see it reflected in the options, because our tasking was simply to come up with a series or a range of options.


UNDERSECRETARY LOY:  Uh-huh.


MS. SALIUNAS:  And I think one conclusion was that how you implement is largely a function of what systems are selected.  And given the time frame that we had and the tasking that we had, we didn't develop or take a look at really implementation strategies other than discussing those types of things, and exactly what you're saying as possibilities and moving forward.


And that some things may need to be implemented sequentially before other things.  For example, if you move to a pay for performance system, you need to implement the performance component before you start implementing the pay component.


UNDERSECRETARY LOY:  Sure.


DR. HYDE:  Ralph?


DIRECTOR BASHAM:  I have a question with respect to this.  I know you've discussed these townhall meetings and getting the input from the employees.  Could you just tell me process-wise, did you also attempt to get input from the

mid-level managers with respect to these various

options?  And how much consideration is given to that level within the options themselves?


MR. WINSTEAD:  In the townhall meetings, we had sessions that were set aside for supervisors and managers.  And so we did obtain input from supervisors and managers in that forum.  However, the development of the options is something that proceeded--and you're the first to see the

options--so in terms of giving others an opportunity to review the options, no that hasn't happened yet.  The Senior Review Committee is the first group to review the options.


Barbara's reminding me that we also had a number of management members, senior managers, from DHS on the Design Team.  And so we certainly were mindful of their concerns, as we worked through the develop of the options.


DR. McTIGUE:  Barbara, can I briefly take you back to the competencies?


MS. SALIUNAS:  Of course.


DR. McTIGUE:  In the schemes that looked at using competency, did they actually link the

competencies that people got credits for to the capability needs of the organization?  In other words, I couldn't get a credit, I presume, for my degree in Medieval History.


[Laughter.]


DR. McTIGUE:  But I think that it's important that there be a direct linkage to the success or the future needs of the organization.


MS. SALIUNAS:  Right.  Those options would involve initially in terms of implementation, and I think this is identified in the options themselves.  But they would involve a process of identifying those competencies that are needed by the organization in various occupations.  Some of which may be directly related to the occupation, and some of which may have less direct links, such as language, skills, or so forth.  But identifying those options up front.


And one of them in particular look toward the performance evaluation process as well, as a method of determining or assessing the degree to which employees were actually performing on those

skills that were needed by the organization.


DR. HYDE:  Pat.


PROFESSOR INGRAHAM:  One more point of information, before we do get into the larger discussion this afternoon.  I've just looked back through the research conclusion summary that you sent out to us.  And what I don't see is reference to any of the OPM demos, and any of the lessons learned from the whole demo process, and that

25-year experience.  Is that information available?  Was it considered in providing the sum of the kinds of recommendations that you have here and some of  your conclusions about them?


MR. WINSTEAD:  Yes.  It certainly was.  We did compile an extensive library of materials that we used.  And included in that library were reports that were developed by OPM regarding the demonstration projects that have been conducted over the last 20 or so years.  And they were taken into account certainly in the design of some of the options that you see in front of you.


DR. HYDE:  Michael?


MR. RANDALL:  Training is good.  I believe in training.  We need training all the time, just to keep up with what's going on.  But I'm wondering if you go to a competency-based system, how do you avoid penalizing somebody that's further along in their career?  As far as adding competencies to them?  You've added them all, and maybe they're not at the top end of that band?


MS. SALIUNAS:  Yes, there are different strategies that are used in different options here.


First of all, unlike the performance area, most of these options provide structural increases to all employees.  But additionally as you advance in your career, they tend to look more toward results and accomplishments, as opposed to purely the competencies.  And I think that's the other approach that's used.


DR. HYDE:  John?


MR. GAGE:  Can I try it again?  In those tests or in those experiments that OPM did, did you see any productivity increases, or their indicators for productivity increases through those

experiments?  And in those, did you look and see how much it cost the agency in resources to implement?


DR. HYDE:  You're referring to the OPM demos?  Right?


MR. GAGE:  The OPM demos.


MR. WINSTEAD:  I don't know that the reports on the OPM sponsored or the demonstration projects specifically addressed the question that you're getting at here.  I think the connections between HR systems and overall productivity sometimes, no matter what the HR system might be, may be difficult to draw.  So I would be a little bit hesitant to suggest that any particular system is going to have a direct connection to overall productivity.


MR. GAGE:  But you surely know how much it costs you to implement it?


MR. WINSTEAD:  Certainly, there are costs associated with implementation, yes.  And we know, based on the OPM demonstration projects what some of those costs are.  I don't happen to have that

material here in front of me.


DR. HYDE:  Janet?


UNDERSECRETARY HALE:  I think one of the things that will be important as we get to discussing that amongst ourselves is to be sure that that is part of the discussion, and whatever options are selected, that we will be discussing that with all of you, to be sure that we understand; and that we have the resources that are first dedicated to our mission, but also dedicated to the implementation of the system.


DR. HYDE:  Marta.  And then I'm going to move to the next points.


MS. PEREZ:  One quick question.  As you were probing your consultants doing their research with regards to the various options, did you look into other areas, as efficiencies that they may have gained with regards to recruitment or retention, and the various options?  Is that some of the more probing questions that you asked of the experts that you brought forth to discuss the various options?


In other words, if you were talking to someone in a law enforcement community about compensation, did you ask them about whether those compensation strategies that they implemented had an impact on recruitment or retention in the department?


MR. WINSTEAD:  We did develop an interview template that we used for the purpose of the research that we conducted, the interviews that we conducted of the experts and others that we consulted.  And I believe the interview template does, in fact, ask questions regarding the extent to which systems have affected or improved the recruitment and retention of employees under that system.


MS. PEREZ:  Did the options that were then put forth have any bearing on the comments that were brought forth, that yes, that this particular one met all the criteria in the template that we laid out for the discussion?


MR. WINSTEAD:  Well, I think it's clear that the Design Team members had the issue of

recruitment and retention in mind, as they were thinking about options, and developing options.  I don't know if there is a specific crosswalk back to  a particular interview, or particular system necessarily in every case.  But certainly recruitment and retention issues were foremost in the mind of the Design Team members as they were developing options.


MS. PEREZ:  Thank you.


DR. HYDE:  That's the question for clarification we have time for.


MR. SANDERS:  Let me ask you, when you discussed or examined the implications for these various options, particular with respect to their implementation, and to go back to a point that Admiral Loy made, did you make a distinction between simplicity and familiarity?  I mean, for example, we're all familiar with the General Schedule system, but on a scale of 1 to 10 in terms of simplicity, it's about a 14.


It's very, very complex.  But we all have come to know and love it.  Did you look at that

when you made those kinds of assessments or judgments?  It may be simple and unfamiliar versus familiar and very complex.


MR. WINSTEAD:  That's a very interesting observation.  I don't know that we specifically or consciously addressed that one.  But certainly I think it's obvious or clear to me, at least as a member of the Design Team that the observation you're making is correct, that some approaches may be simple, and others certainly require a great deal more attention in terms of trying to implement them.  And at the same time, we do lose sight of the fact that what's familiar to use wasn't always familiar.  I mean when it was first implemented, it was very complex, and it has grown more complex over the years, in terms of, for example, in the General Schedule the introduction of locality pay certainly has complicated that system over the last decade or so.


DR. HYDE:  We're done in terms of time for this morning.


Let me ask the panel a question first,

though:  Would it be useful to have Don and Barbara give you a quick recap of the appeals and review features on this?  Or do you just want to go to lunch and we'll pick it up afterwards?


What I'm saying is:  When you look at the summary, you've got pay, performance, classification nicely laid out.  We've talked about the appeals process on the repeals review aspect of this, that's in the actual options.  But do you want to look at the range in it real quick?  Or should we just go to lunch?


MR. COHEN:  Al, I think what we had planned was that the appeals process--


DR. HYDE:  Would cover that--


MR. COHEN:  Would be covered tomorrow as part of the discussion on labor relations and disciplinary action.


DR. HYDE:  All right.


At this point, it's just about noon.  And we need to be back here at 1:00 for the next part of the discussion.


[Whereupon at 11:56 a.m., the meeting

recessed, to reconvene at 1:00 p.m., this same

day.

A F T E R N O O N  S E S S I O N

DISCUSSION AND GENERAL OVERVIEW

DR. HYDE:  If you all can be seated, we'll get started.  As you can, for the serious work we've added more table space, so you can spread your binders out and get started doing some serious examination of all this in the discussion.


For a loose format for how I think we're going to proceed for the next four hours in terms of trying to get this discussion in play, we want to begin generally and sort of get your thoughts on what you care about the most in terms of all of the different options/clusters.  At some point after we've had that discussion and gotten some of the general overview done, I'd like to then go into some more specific discussions of each of the four sets of clusters:  Time-Focused,

Performance-Focused, Competency-Focused, and then or want of another term, the Others.


And then, there's a last question that we need to also address, and we may not have to wait to that end.  But at some point we also have to

talk about the notion to which DHS should have uniform systems, or what kind of flexibility there is across and within DHS itself.  And if we want to come to that earlier, we can.  But that's a part.


I think by doing general and then fairly specific, we can hopefully keep the discussion without having too much redundancy in it, without having for you have to sort restate positions all the way through


So let's begin generally.  And I guess I'd like to set the tone a little bit you letting the co-chairs have the first opening thought.  And then we'll just begin and let this conversation flow.


UNDERSECRETARY HALE:  General principles, Al--


DR. HYDE:  Yes.


UNDERSECRETARY HALE:  And I am quite anxious to hear from others on the panel, because I think that's been the important part of this process, is:  Broader sets of pay bands, however they are defined, that give us the opportunity to hire, retain, and promote experienced and

performance-based activities.


I want to be sure that we have measurable in a time process. And what I get worried about is that we start talking in general terms that we have enough time to define the system, the performance system, that we would be based on, and to be sure that we have the details, so that we can understand what is important, both for our mission, but also for our employees.


What I heard a lot during the townhall meeting is some level of concern about change.  I think I heard that loud and clear, because there were opportunities to better implement the current system.  And I think at least some of us on this panel thank that probably there are some changes that are necessary to again be able to be sure we're mission-centric, as we move forward.  But again, always maintaining the fairness and the aspects of that.


And I think one last thing that I heard a lot, and we didn't discuss much this morning, but at some point I would like to discuss, because I

did both New York and Long Beach, and heard a lot about the cost of living and employees not being able to afford to live just, say, on the San Diego border, and what does that mean.  So that if we have a pot of money that can be used, and again, since I also wear the hat of CFO--I'll have to watch the cost of this system as it goes

forward--to be sure that we have a flexible enough system to reward performance, but also some of the factors that adversely impact our employees in certain locations around that country


DR. HYDE:  Okay.


Sure, John.


MR. GAGE:  Yes.  I have a question.  And I heard Janet say it now, and I heard Admiral Loy say it and my new friend, Eduardo say it too, about hiring.  What are we talking about when we're talking hiring?  I understood that hiring was not exactly on the table here.  And I keep hearing people mention it as a key part of their interests here.


UNDERSECRETARY HALE:  John, I think your actually correct, that the statute does not give us the opportunity, per se, to change the hiring rules.  But if there is any part of a system that allows us to get people in and retain them in these pay systems, then I think we ought to look at those.  So, you're actually correct that we cannot per se deal with hiring; but are there any aspects that might be able to let us get people into our organizations and be able to retain them.


DR. HYDE:  John, back to you.  You asked the question, but what's behind the question you're asking in terms of what your core interest is?


MR. GAGE:  Well, I guess then what I'm thinking, or I hear what's been said, that whatever pay system we put in there is supposed to be attractive to a new perspective employee.  And then I go to the point of:  Does that mean that we would reduce standards?  Or just how can you hire someone at whatever pay level, if they don't meet certain qualifications, or just what are you thinking about when you say it's attractive?


I can understand that you can move up

quickly, which is attractive.  But what's the rest of it?  I mean are you talking about lowering hiring qualifications?


DR. HYDE:  Admiral Loy?


UNDERSECRETARY LOY:  May I take a shot?  Let me just take a quick shot, having used the word and perhaps a little unartfully used the word, 'hiring' this morning.  To me it's about being competitive in the market place for best talent.  And thereafter, to whatever degree, the pay procedures and the pay system allows you to hold onto that employee, when the market place may actually be bidding for them back in the private sector, or elsewhere frankly, in government.  The notion to me is to attract the very best talent for these enormously important missions that we have in the Department of Homeland Security.


DR. HYDE:  Eduardo?


UNDERSECRETARY LOY:  I apologize.  But absolutely not degrading any notions as far as qualifications to be met.


DIRECTOR AGUIRRE:  John, I'm not sure I

remember using the word, 'hiring,' but if I did, I'm using it in the context of a circle, I you will.  I think we have to have the best possible team of people working for us at all times.  And it's a dynamic and ever-living environment where I think you have to recruit the best talent, and in recruiting them, then you have to hire them.  And you have to bring them in, you have to motivate them to do the job.  You have to evaluate them, you have to coach them, and bring them through the span of a career that sometimes takes 30 years or so.


But you've got to start somewhere.  And people are coming in and going out all the time, because as any living organization, you have your core employees, but you have new employees coming in, and other employees retiring as time goes on.  So I view this environment as a circle, and part which certainly at one point, whether we're going to deal with it in this context or not, involves hiring people.


DR. HYDE:  Doris, real quick?


MS. HAUSSER:  I just want to note for the

record, if nothing else, that the Homeland Security Act had some important hiring flexibilities added government-wide.  So there's new tools available, that are available to the entire federal government.  Agencies haven't made expansive use of them yet.  One of them is category rating, a categorical approach to ranking employees.  And the other is the direct hire authority, where agencies can apply in critical situations.


And I'm presuming Homeland Security would make use of those in the context of an overall human resource system.  So, it's not a matter or waiving the laws, and how might we waive them; but there were some very important hiring authorities that were part of that Act.


DR. HYDE:  Steve, I want to come back to you and just to get your general thought, and then we're going to launch into the next piece.


MR. COHEN:  Okay.  Just a word or two.  I don't want to repeat what Janet has said, but I certainly would agree with the points that she raised.


I've heard a lot about perhaps using different terms.  But the need for fairness, the need for equity.  And at the same time the need to get away from the rigidity of what presently exists in our systems.  So that in fact we can reward people appropriately for outstanding performance.


We can create systems that are more responsive to the unique needs of the Department than is presently the case.


Bob's point about doing so in a collaborative way, creating systems that are not only workable but there is a high degree of acceptance; and obviously working towards eliminating the resistance that otherwise might exist, I think is very, very important to all of us.


The idea of creating measurable systems, ways that we can in fact measure results and results-oriented programs, are I think on the minds of all of us here.  And I don't know that we've used the term specifically, "pay for performance,"  but making sure that in fact, you can acknowledge

reward as a way of retaining and recognizing the outstanding performance of those who deliver them.


DR. HYDE:  Okay.  Other general comments?  Now we're throwing this open.  So, Ralph?


DIRECTOR BASHAM:  And one of the things you just touched upon, the retention, is an issue that we are very concerned about.  We are seeing a huge drain in our talent pool to private industry, because we don't have the flexibility within the pay systems to offer anywhere near what the private industry is offering in a particular set of skill sets, particularly in the areas of computer sciences and that sort of thing.  So, we're very interested in seeing if there is the possibility of getting some flexibilities within the system that we can compete against the private sector.


DR. HYDE:  Colleen?


MS. KELLEY:  Thank you.


I have a number of interests in any changes that are made to the Pay, Performance, and Classification system as we think about all of these options.


They would go to issues such as minimizing the burdens on managers, supervisors, and employees, in administering and implementing a system, so that they can remain focused on the primary mission of the Department, which we have heard about from a number of the Committee members today.


We would look for any changes to a system that would minimized disruption and would ensure that the changes are justified.


Any changes to the system have to have built into it accountability for pay, for performance, and classification determinations by management, that accountability by management to employees impacted by it must be there.


We are looking for pay for all positions in DHS to be fair, meeting standards both to internal and external.  We hear very clearly and understand some of the issues around the competition in the market, and an interest in which NTEU shares, with that ability for the federal government to continue to recruit and retain the

best employees.


Also that pay determinations and distinctions in pay would be made on a fair and equitable basis, with the right of appeal to an independent third party, on any determination of pay distinction or classification.


And overriding all of this, from an employee's perspective is a system in which any changes need to be fair, credible, understood by employees, and transparent.


So those are the things that I looked at and will be looking at when we talk about these clusters.


DR. HYDE:  Okay.  Pat?


PROFESSOR INGRAHAM:  I don't want to cause any particular problems.  But on the other hand, as I listen to some of this discussion, I would hope that when we think about the potential reforms at the Department of Homeland Security, we would think of the human resources management system as an integrated whole.


So to the extent that we talk about

separating out hiring from classification and various kinds of classification schemes from hiring and performance reward, I actually think we ought not do that.  Any time you simplify a classification system, you have an impact on hiring, because most evidence suggests it simplifies the process and speeds the process.


When you talk about competency-based systems, as opposed to something else, you have an impact on the kind of people you're looking for, the kind of people you're able to bring into the organization, and the way you're able to retain the people who are in the organization.


So it doesn't really pull apart very tidily.  And I would hope that we keep that notion of a whole management system, with parts that work together for the common end, in our mind as part of this discussion.


DR. HYDE:  Eduardo?


DIRECTOR AGUIRRE:  I just want to agree with what you said, in a slightly different way.


I think what I'm trying to accomplish here

is to recognize that the world is a lot more complex today than it was whatever many decades ago, and that in fact we are trying to raise the degree of difficulty of this particular exercise.  I think if we indeed find ways to reward excellent performance, that means we're going to have find ways to judge excellent performance, to measure excellent performance.  Not only in the employee, but in the manager, who is judging that performance.


So, once again, going back to that circle that I was talking about, each one of them is interconnected, and you really cannot impact one without realizing that you're going to have to change the behavior all around.  And I think that by raising the degree of difficulty, it doesn't make it any less important that we do it; in fact, it will be a lot more difficult.  But I think it's the right thing to do.


DR. HYDE:  Bob?


UNDERSECRETARY BONNER:  In terms of thing about core interests, I'd like to go back again to

kind of the first premises here.  Because that drives my thinking in terms of what we want to end up with.  And when I say 'going back to first premises,' I really am going back to Professor McTigue's comments about what was it that led us to create the Department of Homeland Security in that first instance?


I talked a little bit about the priority mission of at least one of the component agencies within the Department of Homeland Security Customs and Border Protection, and a priority mission being protecting terrorists and terrorists weapons from entering the United States.


But I didn't talk about why we have that priority mission, and why the Department of Homeland Security itself was created.  But that is because we have a continuing and ongoing and serious threat that international terrorists, terrorist groups and organizations that are based outside the United States will attempt to get into our country to carry out terrorist attacks, or bring terrorist weapons into our country to carry

out attacks, in a variety or a number of means.  And we have to prepare ourselves and be able to prevent that from happening.  And that is the core, certainly one of the core reasons, if not the core reason, for creating the Department of Homeland Security in the first instance.


So, why do I say that?  Because when we look at the array of options in any of these categories--pay and classification--when we look at these options that we might adopt, it's really that threat and being able to respond to that threat, that is to say better protect our country, that should inform us with respect to whether or not we could just continue as is, which would be the status quo, which would be the current GS system, or whether it's just a matter of fine-tuning the GS system in some way, or whether or not we need to have something, a more profound change in the HR system, including pay and classification.


And first of all, there has been a big change from two years ago, from 9-11, and it's not 9-11 that requires the change; it is the continuing

threat, and something that Admiral Loy and I do get briefed on every morning, that there is a continuing and ongoing threat by intelligence terrorist groups and organizations who want to strike at the United States again, and they want to strike at us ever harder than they did at 9-11.  And our job--there are a number jobs at the Department of Homeland Security--but for the prevention agency component, it's to prevent that from happening.


So, I don't see the status quo as an option here.


But where do we go?  What do we need, in terms of now managing for what is--by definition by the way in terms of the threat advisory level, we have an elevated and significant risk of further terrorist attacks to our country right now--how do we deal with that?  We're not under attack, but we have a much higher level of threat than we had before.  And how do we deal with that?


And by the way, part of how we deal with that does involve how we structure personnel  I

mean one of the very things that I'm doing, we're doing, that Secretary Ridge has said that he wants one, is to better organize and unify the front-line personnel, both at all of our 300-plus ports of entry of our country, as well as the border patrol, and unify them into one agency.  I mean that is a significant restructuring of personnel differently to what?  To better and more effectively respond to the terrorist threat that we face.


It certainly means, in terms of that threat, and responding to that threat, it has implications for deployment and how we deploy personnel, both on a short and longer-term basis.  And I'll talk about that a little bit more later.


It certainly has implications for what kinds of skills are required to better and more effectively perform that priority Homeland Security anti-terrorist mission.  Certainly for a border agency it does.


And some of those things, some of those competencies or skills, by the way, were things that we either didn't have, or we certainly needed

to improve on to some degree.  And they include everything from our capabilities with respect to essentially automated analytical abilities to risk manage the terrorist threat.  And that's people, or goods, or shipments coming into the United States.  We need to have some core level skills and competency to do that better and better and better, if we're going to be able to perform our priority mission.


It certainly includes, for example, the improved skills in terms of using sophisticated detection technology; not only deploying that technology, but having the skills to be able to utilize that technology to do what?  To be more effective in identifying and detecting potential terrorist weapons or terrorists entering the United States.


It includes skills and talents literally of placing people overseas at foreign seaports as part of the container security initiative, to screen, to target and identify through risk management principles and analytical tools cargo

containers before they even are heading toward the United States.  Those are skills and abilities that we, competencies if you will, that we need to have to move forward.


Let me just mention one other.  But Professor McTigue asked that question of me in his opening statement.  But we have a need for individuals that are expert in supply-chain security, to implement and validate customs trade partnership against terrorism, CTPAT partners.  We need to be able to go out and do that, and we are. But we need to have that skill and that talent and ability.


I can tell you that for all practical purposes, that wasn't a skill that even existed in US Customs, probably, or any other place in the government.  But we need that skill to validate and make sure that there aren't security gaps with respect to the supply chain of our partners that are shipping goods to the United States, that could potentially conceal a terrorist weapon like a weapons of mass destruction.


So yes, we do need all of these things.  And that tells me that we do need a pay and classification system, I think, that does depart from and does significantly change the system from the system that currently exists today.


By the way, when I say this, I'd like to see a system that both has performance-based elements in it and competency-based elements.  I think we need to have a system that does both.  And I'd like to see a system that promotes clearly a higher-performing workforce and one that significantly contributes to the accomplishment and achievement of that priority Homeland Security mission that we have.  And that's preventing terrorist and terrorist weapons from entering the country.


I think it needs to be a system that allows us to increase people's pay based upon their contribution to that mission.  And I think it needs to be a system that easily identifies the critical competencies necessary to performance that mission, and allows us the pricing flexibility, if you will,

whether that's on hiring or people that are currently employed, to be competitive with the market place.


By the way, I also favor a system that has some ease of management, administration if you, and is not a system that ends up diverting our manager's time in litigating, if you will, every issue under the sun.  Because if end up doing that, then we're diverting the time of our managers from the critical priority Homeland Security mission to something that isn't adding or contributing value to that mission.


By the way, if I need an employee, and I do.  Anybody who wants to volunteer, I need CBP officers who speak Arabic, and speak Urdu.  I don't need everybody to speak Arabic and Urdu, but I need more Arabic and Urdu speakers.  And I'd like a system that would allow me the flexibility to compensate that person beyond the GS-5 entry level. Because we need those people with those skills now.


So, I also want a system that is sensitive to the varying costs of different places in the

United States.  The cost of living.  I mean for example, trying to hire people in San Francisco at the GS-5 or GS-7 level in that market for what?  For some critical places like the port of entry, the seaport of Oakland.  It's the fourth or fifth largest seaport in the United States.  For San Francisco International Airport.  For one of the largest international airports in terms of arriving people and a lot of air cargo, as well.  But arriving people, entering the United States.


We need to have capable and competent people there, and that's a cost of living area in terms of housing, as we all know, that is remarkably higher than other areas of the country.


So those are just a summary, but maybe a litany of things that at the end of the day I hope we end up with a system that will allow us to have a substantially improved pay and classification system that is going to get back, link this with the mission, link this with the priority Homeland Security, anti-terrorism mission to able to do that more effectively.  And all of those things I've

just listed would be helpful.


DR. HYDE:  John, let's go to you, and then Ron.  Okay?


MR. GAGE:  Yes.  I appreciate your focus on the mission, an I understand what you're saying on deploying people.  And your skills requirement.


The problem with the pay-for-performance is in the performance management part of it.  I've been doing this for a whole lot of years, and never have really been able to see that translation into building the type of incentive through a pay-for-performance type of deal.


Plus, the detail with which you need to try to split hairs among employees costs the organization so many things.  Not just resources, morale problems, you name it.  But I don't understand what you said, how you translate the performance management into your mission.  It doesn't seem that the current system, or a system tweaked, would bother your mission arguments of deployment skills requirement.  I don't get the leap when you jump into:  Now you also need this

performance, this very detailed and I think very resource-draining performance management type of system.


UNDERSECRETARY BONNER:  Well, John, I  wasn't trying to describe precisely what system.  I was trying to describe more the goals and objectives I would have.


But let me say two things.  First of all, I think in thinking about this, what I was trying to express was the thought that, among other things, we need to build competency and skill levels into essentially how people are rewarded and paid.  I'd very much like to do that.


Now, if you're talking about performance, I do think--by the way, this is how I manage, I set goals and objectives for the people I manage, I do it on a long-term and on a short-term basis, and I expect them to meet those performance goals.  If they do, I expect them to be rewarded differently than the people I'm supervising who don't meet those goals.


So I do think you can have a system of

performance management that works.  I think it takes a lot of discipline on the part of management, by the way.  You know, it will take a thoughtful system.  It will take, you know, as you think about it more broadly, it will take certainly some significant training of what the goals and objectives are.  But I believe in the private sector there I a lot of performance-based management.  It does work to achieve goals.


Now, there the goals typically are increasing the bottom line, or making a profit.  Here, our goal, by the way, is pretty straightforward, when you look at from the point of view of US Customs and Border Protection as a component agency of the Department of Homeland Security.  And that is increasing our performance and our performance capabilities with respect to that all-important mission of keeping terrorists and terrorist weapons out of our country, and doing those things from a performance point of view that increase the likelihood that we're going to be able to do that.


And I think the people that are performing, I think you ought to make some differentiation between them and the people that are just doing the job, or the people that aren't doing the job.


MR. GAGE:  Quick.  Could I just say just one reply to it.


DR. HYDE:  Sure, please.


MR. GAGE:  I don't disagree with a lot that you say.  But I think when you get into the details, then you see that these systems don't do what you want.  They don't promote the type of culture that you want.


And there's not a thing that you said that I wouldn't disagree with.  But I think that the key part of this thing is looking at these systems, and the complexity of them, and how they really play on the work site.  And I would just like to get down to that level in this discussion.


DR. HYDE:  And that's a good exchange in terms of what we want to see, in terms of listening and working through different perspectives.


Ron, real quick?  Not real quick.  But, go.  I know better than to say that.


[Laughter.]


MR. SANDERS:  Actually, I'm not sure that I can add a whole lot to what Commissioner Bonner has said.  And I don't want to do anything that diminishes the powerful points he's made.


Mission alignment, both in terms of competencies and contributions, the pay system should be able to be aligned with mission, and reinforced folks who have the right skills, and who contribute to that mission.


Performance equity.  I have to tell you, I really like the way  Commissioner Bonner phrased this.  It is not performance for pay; it is pay for performance.  However it comes about, those folks that perform at a higher level should be rewarded for it.  And I do believe that employees know who the top performers are in any given work unit.  That's been my experience; they know who they are.


And then lastly, market sensitivity.  In terms of occupations where today they're all sort

of clumped together, we need to be far more sensitive to occupations and locations in setting pay.  That's what I think begins to leverage your ability to hire and retain the best and brightest.  Process notwithstanding, we can't touch that.  But process is largely irrelevant if you're not competitive in the market, both to get people and to keep them.


So mission alignment.  Performance equity.  Market sensitivity.  Those are the three interests or objectives that I would articulate.


DR. HYDE:  Admiral Loy?


UNDERSECRETARY LOY:  Just to add a couple other thoughts.


In looking back for a bit on the e-ticket ride we've been on at TSA here for the last two years, it has absolutely been demonstrated, certainly to my satisfaction and to an awful lot of people that we have worked with and have watched very carefully, the experiment, if you want to call it that, that TSA, having been blessed with the set of authorities that were provided in ATSA, the

combination of attracting people on one hand, and then holding on as a part of the performance algorithm that's being played out.  I think we've demonstrated it many times over.


Let's take the competitiveness with respect to getting the right people into the organization, for a moment just first.  I would offer that Rob Bonner and Rob's predecessor in the  Secret Service and the Administrator of the DEA and lots of other players were on my phone all the time, giving me holy hell for stealing their very, very best people, based on the staffing challenge that was associated with getting this organization off the ground.


And the reason it was their very, very best people was because of the authorities that were provided to our senior management in terms of competing in the market place for those very good people.  We got them from the private sector; we got them from other elements in government as well.


So the challenge of standing up this organization, let along sustaining any other in the

due course of this high-stakes game we're in, which Rob articulates so very, very well, that is, protecting our country from the terrorist threat that we're dealing with, that challenge has been demonstrated and been met to a degree by this 'experiment' known as TSA.


And then secondly, as it relates to performance, if you take that batch of people, brought aboard with that kind of degree of an HR system that we were sort of designing on the fly, if you will, based on those authorities provided to us by the Congress, and then watch what occurred as a result of those people having been brought aboard, again, if you look back at the 30-plus deadlines imposed on the agency by the Congress, there I just absolutely no way that we would have met those, had we not had superior people lined up to make that happen.


So the combination of only two years old, absolutely, but if there is a laboratory already in place that's beginning to allow those things to be demonstrated, it may very well be on the basis of

our experience this last two years.


DR. HYDE:  Ralph?


DIRECTOR BASHAM:  Having been in the position of raider and now raidee, I feel like within this, the same department, I should at least be able to compete, which now I'm not able to do.  So--


[Laughter.]


DIRECTOR BASHAM:  So I would like to see a system that does give us the right--and Commissioner Bonner is over there saying the same thing.


So we need a system that is equitable to all of us.  And right now I don't believe that we have as system that is in fact equitable.  And I don't apologize for being the 'raider,' then.  But now, I'm quite incensed that it happened--


[Laughter.]


UNDERSECRETARY LOY:  Just one other point that I'd make, sir.


This comes down at the individual level.  You know, it's the aggregation of individual

decisions that yield the value of a

performance-based system, or a competency-based system, as far as I'm concerned.


When employee A is sitting beside employee B, and employee A has brought to the table, either in the competitive market place to be hired a set of skills and a set of competencies that can be demonstrated, and you have the option of selecting one over the other, obviously which one are you going to select?


On the other hand, if you are now two pay periods later, two years later, and you are talking about the performance of employee A versus employee B, and you still have the option of making the difference in that window of time, to suggest that the one that has demonstrated performance--that's why I couldn't agree more than a couple of us have mentioned it's not just a choice between performance or competency; it's a matter of finding that hybrid system that recognizes and rewards both.


DR. HYDE:  John?


MR. GAGE:  I don't find myself in argument with the rhetoric here.  The problem is, and again I'm going to say this, is in the details of these plans.  There's nothing really new here.  Being a practitioner of this stuff for the past 25 years, I don't see anything that's really earth-shaking.  And the point is that most of it has not worked.


And I'll give you some examples of it.  I mean, when you say that you just assume that supervisors are going to be able to rate fairly set pay, and you're going to able, your HR people, the minions around here, are going to be able to write standards, job classifications, performance standards, all the elements, critical elements, all this stuff.  I've always found that that stuff really ended up to be absolutely the worst imposition on the relationship between the supervisor and his employees.


Secondly, in the experience we've had with these things, you'll have supervisors, and you can talk about training, you can't talk about anything you want, but you'll have supervisors who won't

give someone an 'outstanding' if they can walk on water; and other supervisors will give 'outstanding' if they can drink water.


And these people are in competition with each other.


Now, to try to get that detailed, that relationship between a supervisor and an employee, down to the detail where this stuff is coming

from--and you haven't seen any of this, this is not written, these are very generic types of ideas, and I understand where you guys are coming from on the performance type of thing--but I submit that this stuff, to try to make the supervisors, for instance in law enforcement, make these distinguishing cuts among the law enforcement officers, is going to be really difficult, and is going to promote things on the work site that you don't want.  And certainly not be fair.


So I wish we could get down to really talking about some of the details of these plans.  I think I got the pay for performance cliche, and I see where we are in this process.  But just to say

we're for pay for performance doesn't mean anything.  It's the details.


DR. HYDE:  Eduardo wants to make a comment.  And then I'd like to hear from two other people who haven't had a chance to voice in.  Marta and Michael.  And I missed you, Michael as well.  Please.


DIRECTOR AGUIRRE:  I just want to hammer the nail one time, John.  I agree with you.  I think the devil is in the details here.  But the good news is that coming from the private sector, I know that it can be done.  In fact, I've seen it done.


And even when you get away from profitability--you get into risk management issues, and other issues--you can establish metrics that can be held accountable and can be done.  It's definitely not easy.  And you know, that's what I was talking about.  Raising the degree of difficulty.  It is a very cumbersome, difficult, training-intensive, got-to-stay-on-top-of-it day in and day out type of situation.  But it is

accomplishable.


DR. HYDE:  Marta?


MS. PEREZ:  Well, I didn't raise my hand, but I always have an opinion about something.  So--


[Laughter.]


MS. PEREZ:  Thank you.  Thank you for asking.


I guess I will just have to underscore what everyone has said.  Certainly I understand what John has said with regard to the devil's in the detail.  And I think that's absolutely right.


But I do think that you can get to the details once you have a clear understanding of where you are going.  And I think that the direction, that sort of blueprint can be developed when you have a greater or fuller understanding of the mission, and that mission may vary within the Department of Homeland Security.


I think when you have that understanding of the mission, then you go down to:  What do I need in order to accomplish the mission?  That gets you to the skills and competencies that you need.

Then you need them both, and you need to be able to articulate that and what are the expectations from that?


And then be performance-sensitive.  I think that's extremely important.  And I do think that you can train the workforce to get there, John.  It's not easy.  It's not necessarily where we've been.  But I know that you can get there, as well.


So, thank you.


DR. HYDE:  Janet?


UNDERSECRETARY HALE:  Mike wanted to go, and then I'll follow Mike.


DR. HYDE:  And tell them about Honolulu and how expensive it is to live there.  You shouldn't be left out of this conversation.


MR. RANDALL:  Well, it's expensive to retire.  Because we get paid less and than somebody who gets paid on some real part of, I don't want to pick on any state, because there is a rest of US locality rate that we don't get.  We get the base GS rate in Honolulu.


I read this whole book in theory.  And it started to sink in osmotically.  And I'm trying to deal with my mind, with whether this issue of skills and competencies, and classification.  I guess the system we're familiar with is skills, part of skills translates into part of classification translates into pay.  And I see some of the options there are translating skills into pay if somebody in authority thinks that your skills are worth the pay.  But it doesn't mandate it.  But through the classification there is a minimum mandate .


I noticed in some of the options there's a rigidity towards maintaining the same classification system.  I represent a group of people that we feel have been harmed by parts of the classification system.  It's not perfect, but I don't think that there's any reason to get rid of all of it.


The agriculture inspectors, one-third of them were downgraded.  We had 11s and now we're 9s.  And part of the problem there is that the current

classification system does not recognize paying people for expertise across a broader range of skills.  An agriculture inspector is not of much use if they can't perform the 67 things that we made a list once, trying to figure out all the different things an agriculture inspector does.


But yet if that agriculture inspector just looked at soil, and I mean a dirt specialist, they might be paid more.  But that kind of agriculture inspector is not good for the program; it is not good in the overall.  You need somebody that can do all the different little functions.


I think a classification system with a little bit of flexibility for recognizing that problem would be useful for any of these pay systems.  And I think the pay system has got to lead to something where the employees and the public are not mystified as to how somebody arrives at a rate.  It's got to be something we understand, something that's transparent, it's been said, that employees feel comfortable with and they see how that came about.


And how do we get there if it's going to be pay for performance?  We have to be able to question managers when it doesn't seem right.  I've seen many instances where managers just don't have the expertise, don't have the training to know how.  And there's going to have to be a lot of training involved, and a lot of expertise gained, if they're ever going to come up with a fair system of rating people.


Thank you.


DR. HYDE:  Janet?


UNDERSECRETARY HALE:  I was just going to say that I've heard several times what the employees said to us in those townhall and focus group meetings.  And I think if I heard anything, I heard it over and over and over again that we did need to have it be understandable or transparent; but we needed to have training and we needed to have time to implement.


And I think, John, that's what you're talking about.  Whatever system we pick we move forward, it is one that we will, I hope, do

collaboratively, because again I that it is terribly important to have our employees involved in that process.  So it is how fast.


I don't believe that when we get done with today or tomorrow, we will have this system, but at least a direction.  And as we set out the regs, we will have further direction.  And then I the question will be again being sure we have the employee involvement as we are developing it, over an appropriate period of time, so that it does not get down to the level, John, of some I think your concerns.


DR. HYDE:  We're going to go to detail in a minute.  But two technical advisors want to have a comment.  Maurice and Pete.  And then we're going to get details.


DR. McTIGUE:  Well, I think I might just sort of be getting to the detail, anyway.


I've got some things here that I've written down as principles.  And John, just to respond to the comments that you've made.  If the principles are right, we mustn't allow the

micro-details to stop us from doing the right thing.  We've got to work on fixing those.


But these are some of the principle that I think are coming out, and they're related not just to this exercise, but to other bigger things that are going on inside your government where we are moving to a performance-based system that looks at the achievements of organizations in terms of public benefits, not just how you spend money.  And when you start to look at that achievement, it tells you that your human resources policy must be able to link into your human capital strategies.  And human capital being defined as the capability needs of the organization.


If those two things need to link together, then you have to be constantly looking at competencies.  And if you want some of the people that work for you to improve their competencies, then you've got to give them some recognition and reward for improving their competencies.  So I think that competency necessarily needs to be a part of the system, if you're to get human

resources policy to complement human capital strategies.


Also, competency and performance are not mutually exclusive.  You can use both of those and recognize both of those in the compensation system.  And I think that you should.


You need to have a market-related compensation system.  It is a nullity to divorce how you pay people in the public sector from how you pay people in the private sector.  And it's time to get rid of that dislink between those two systems.  And I don't care if it does cost more money; get rid of it, because you're going to penalize the public benefit that's likely to come from government sector organizations, until you do that.


You certainly need to give the managers of these organizations the ability to be able to deploy their resources in the way in which they think is going to best achieve the mission that they are required to do.


We also need to address, because it's a

modern trend that's not going to go away, the ability for people to be able to enter and exit and enter the public sector, again much more easily than they can at the moment.  That's where some of the resources are going to come from.


The last comment it this.  I've talked about some principles.  Now I want to talk about some values.  If your going to give flexibility to people and you're going to give them more flexibility, then you need to tighten up the values system.  Because you can't give them more flexibility unless there is a greater recognition of the values that are going to drive that flexibility system.


It needs to be seen to be fair.  It needs to be seen to be just.  And it needs to be seen to be accountable.


The last comment I would make is this.  That much of those last values that I've talked about really are either succeeded or achieved, depending upon whether or not your evaluation system for people works.  And I think at a micro-level, how you evaluate people in terms of their competency and their performance becomes key to whether or not it is readily accepted by the majority of the workforce.


Thank you.


DR. HYDE:  Pete?


MR. SMITH:  Thanks.


I want to support Maurice's fine comments, and just bring up two small comments myself, both relating to performance management.


The first is:  Often when I hear arguments against performance management, I hear people say it would be totally unfair, for let's say as John pointed out, somebody who walks on water to be evaluated incorrectly by somebody who can't tell the difference between somebody who just drinks water.  And I think that's a good point, and that is a problem.


On the other hand, I don't know it's fair either to pay both of those people systematically the same thing.  And that's essentially what the current system, with some small exceptions, does.


So when we talk about fairness, I think we really have to think about the fairness to the good performers in the organization from all perspectives.


The second thing--and this point has been made so many times, I'm reluctant to make it again, but I'm going to anyway, because I think it's very important--is the point that Janet made last I think about training and development of people doing it.  And I think John, you made this point too:  If we do move or DHS does move to a performance-management oriented system, or any kind of new innovative HR system from where we are now, a lot of supervisory and management training development is going to be needed.


And the only reason I'm bringing that up again is to underscore for those at DHS who have any control on any of the purse strings, that this is a budget issue.  And the federal government has never put enough money, as long as I've been looking at it, into training and developing leaders.  With a possible exception of DOD on the

defense side.  The military leadership training there seems to be very good and very well invested in.


But the civilian training and development of supervisors and management in the government is far from what it should be.  And for DHS to undertake a new program without really investing that, I think would be a big mistake.


DR. HYDE:  Steve?


MR. COHEN:  I agree completely with what Pete said.  We've put a tremendous amount of investment in the thought processes for coming up with various options for consideration and ultimately a system will be developed or will be implemented, or put into place for the Department.  But that really is going to be only the beginning.  Because it will require the training, it will require the very careful and thoughtful analysis that would go into making this thing work.


I don't want to put words in John's mouth, but what I think I heard him say was that at least in theory that he agrees with Commissioner Bonner

and Admiral Loy in terms of the principles that have been espoused.  But he had a real problem with, from his experience, the implementation of these programs.  And what in fact has happened.


And I would agree with all of that.  I have been around even longer than he.  And I have seen myself so many programs with such great promise really fail to live up to that promise, for the reasons that we're talking about.


There are not easy solutions to this.  Putting, developing, and implementing a performance management system, that in fact measures what needs to be measured, that allows for the distinctions to be made in a credible way is not easy.  If it was all that easy, it would have been done a long time ago.


Providing for and assuring that your managers are, one, well trained, are held accountable, and indeed have the backbone to do what needs to be done, and to do the right thing, isn't something that just automatically happens. If that were the case, it would have happened a long

time ago.


But to use those reasons for not moving forward, for not addressing the problems that exist in our current systems, for fear that if we change something, it's not going to be any better than what we presently have, I think puts us into a rut that we're never going to get out of, and does a disservice to the critical mission of the Agency, as well as to the taxpayers, whom I think have the right to expect better from us.


There is a significant commitment that needs to be made that goes far beyond just the selection of different elements of an HR system or systems, and that is exactly the type of thing that Pete and I think John would feel is necessary, and that I would have to hope and believe that the Department and the Congress and all are willing to make; and that is the funds and the time and the effort necessary to make these things work.


DR. HYDE:  John?


MR. GAGE:  I'm always about moving forward.  The problem is the backwardness of so

much of this gets in my way.


When we're talking about forced distribution of ratings, for instance, which is a key part of all the pay for performance, it's a killer on the workforce--I don't care where you draw your cut, when it's artificial, someone is no longer competing against his career ladder plan, or his performance standards, he's being hit with an artificial limit on his performance--all of these things for economic reasons, budget reasons, are forced distribution.


Even in the pools.  That's a forced distribution of money.  The other ones are forced distribution of people.


For that reason along, I say that these things are really antiquated.  You can't go back to that.  People won't give any credibility to the system when there are forced distribution systems.


But I don't want to be all negative to this.  Because I do have some suggestions, and I think it is simpler than we're going.  But, just on the pay for performance, you know, even Voelker,

who says yeah, we should be paid for performance, but he says you first of all have to put in and test the performance management system.  And that's not that easy.  People have been working on trying to do that stuff for years and years and years.  And it just is not as easy as it's being proffered up here.


But the other part of it is:  Forced distributions have to get out of all these plans.  They're basically unfair to employees, and they make a mockery of any type of fair evaluation system.


DR. HYDE:  Colleen?  And then we're going to go into time-focused.


MS. KELLEY:  The issue of making distinctions between levels of performance is one that, at least from me, you will hear a lot of skepticism about.  And it primarily comes from experience to date, which is implementing the current system.


Commissioner Bonner, you know, made it clear that status quo is not an option.  And there

are things about status quo that unless they are acted on and shown to employees that they can be done appropriately is asking for a very huge leap of faith on the part of employees.


For example, today one of the primary distinctions we've heard about all along that has not been done is the appropriate identification and action taken on poor performers.  Well, that takes a lot less differentiation of employees than what is being talked about in any kind of a pay for performance, where now a manager will have to identify gradations of all the employees who are doing the job acceptably, and then some.


So the skepticism from employees is that if the distinction isn't being stepped up to today for whatever reason, and it does go in part too, in my view, to training provided or not to managers; support provided or not to managers to make those distinctions; appropriate training to help them help the poor performer to either become a good performer or to transition into another occupation that maybe they're better suited for.


And the talk about training, that Pete and a couple of others have mentioned, is a critical one.  And one that I and NTEU would fully support.  But I have to tell you that to talk about so much of this in theory versus really being able to see where the rubber will meet the road, and what the implementation of this will be, is difficult, when as we sit here today, employees in the Department are being given new duties to perform without the appropriate training, in spite of the fact that we are being told by the Department that of course employees will not be given new duties without being provided with the proper training.  And that is not happening at the front lines.


So the skepticism and the fear.  Forget skepticism.  Set that aside.  I'm sure you can see that.  So let me put that aside.  But the fear of employees is just this:  That even if there were a planned design that theoretically makes business sense, that they take a deep breath, they are willing to trust to take that leap of faith, there is such a huge gap between what they are

experiencing today and what this theory sounds like, that it's an awful lot to ask of employees.


And I don't think it's fair to have the discussion only at that level and they say, "Well, we'll fill in the blanks later."  That's a big part of the problem with this discussion for me.


DR. HYDE:  And the discussion for the last hour has accomplished one objective in the sense that you've all had a chance to get on record with regard to some core issues, some core things that are really, really important.  And there's more agreement than there is disagreement.  The problem is:  What's worked?  What's not worked?  Degree of skepticism you have in the existing system.  And the ability to do all this.


So what we need to do at this point is shift gears and find out where you really disagree.  And here, I'd like to simply go into the clusters, and start with the Time-Focused options, and

get--where are you on those?  So that we can get down and we can talk, have a conversation that focuses on the things where there is the most

emphasis as opposed to covering everything.


So if we can make that switch, I'm looking at, if you're following your book, your page 6 where you have four time-focused options, the summary.  And I'd like to get a perspective as to where you are on that, on these options.  This cluster.


And who would like to start?  Colleen?  You're doing well, keep going.

DISCUSSIONS ON TIME-FOCUSED OPTIONS,
PERFORMANCE-FOCUSED OPTIONS,
COMPETENCY-FOCUSED OPTIONS AND OTHERS

MS. KELLEY:  In spite of the fact that my fellow committee member, Ron, thinks that the GS system is so complex that it's a 14 on a scale of 1 to 10, we do not all think that.


Looking at the GS system as a foundation, a structure to build on whatever changes need to be made is one that was heard loud and clear by employees in the townhall meetings and the focus groups.  There was a lot of talk earlier about it.  That's because it's familiar; that's because it's

comfortable.


But it's also because--they would not tell you that it's perfect, there are some changes that they could see need to be made.  While this grouping is titled "Time-Focused," there was a recognition even the presenters that a couple of these, primarily numbers 2 and 3 and actually 4 also, do include some performance elements.  So these are not really only about time-focused.


I think there are some distinctions between them, though, within the cluster.  There are even within options 2 and 3, there is a move to give DHS the authority to reclassify positions without OPM review.  So these are not all the status quo GS options.  I mean there are serious proposals in here to go to recognizing what the Department has said all along, is you want to have a way to reward the high performers, those who do more, those who are the experts, whatever the right framing is for each of you.  And options 2 and 3 do that.


And options 2 and 3 also do not restrict

them to be cost-neutral.  Many of these options, for me, are a problem, because they're

cost-neutral.  There is talk about wanting to go to a pay for performance or a pay banding system, or both.  But cost neutral.  And in all of the experience that I have with this, that is not practical.  And anyone who has done this, understand there are resources that need to be put forth to enable a system like that to work.


So, options 2 and 3 would not have it be cost-neutral, because, when you think that through, while there is an interest in cost-neutral from a funding perspective, and I'm sure from Janet's as the CFO, the fact is what that would mean is that money would be taken from those who are doing the job acceptably, who are doing the job even well, to give to those who are doing an outstanding.


So to take from employees who are doing exactly what it is that the Department needs them to do, and to have to do that in a cost-neutral environment, will cause a lot of problems in the workforce that I don't thank anybody wants to put

in place.


And on option 4 I would say the problem, from my perspective, with that is:  Because it identifies, and I think someone had said this earlier, a percentage of the workforce that could be rewarded as outstanding, the top 20 percent, in a cost-neutral environment, what that does is force everyone else to cap out at something around a Step 7.  So that there are limitations that are

self-imposed by option 4.


But the point is:  These are examples of how you can build a structure on the existing system that is known, and change things.  Add the performance elements.  Add steps so you can reward high performers.


The funding issue has to be dealt with and the resource issue, I believe, in any or all of these options.


The classification system is laid out there for a change, which is what everybody seems to be requesting.


So I think the options, even though

they're called time-focused, really aren't; and that there are elements of this that I think go to a lot of the needs that were described here earlier this morning.


DR. HYDE:  Pete?


MR. SMITH:  Can I ask you a question ?  As I understand it, there are 15 GS grades, and in the  grades 1-4 there are very few positions left, because of the salary compression that has taken place over time.  So if you kept the same GS system, in effect you're really using only ten grades now.  How do you accommodate that in any of these four suggestions?


MS. KELLEY:  Well, and actually I know there are very few in the grades 1 and 2.  NTEU actually represents a lot of employees in the 3 and 4 category.  So I don't really see it narrowed that much.  But you're right that there are some of the grades that are used much less.


But these options are one adds five steps on to be able to reward.  You know, maybe five is not the magic number.  The point of the options, I

think shows that you can work with the GS system, and then to enhance it, to build in the aspects for performance; to be able to reward and recognize those who you want to pay more.


And whether it's a rule about being able to get two or three steps in the same year, if that's what needs to be changed, you know, I guess the other thing is:  There's a process in place in the federal government today that allows managers to award quality step increases to employees who do an outstanding job.  And in my experience, they are not used nearly as much as I believe that they should be or could be.


And that's one of the things that is often frustrating, is there are tools like this out there to be able to reward, that don't seem to be used appropriately or frequently enough by management.


And so, you know, even being able to enhance the current tools that aren't being used and then building them into other things you want to change around the system.


DR. HYDE:  Doris?


MS. HAUSSER:  One of the questions that I had when I was reading about the Time-Focused options, and I double-checked down in that detail, is at least 2 and 3.  One is status quo, status quo as I understand it.  And I couldn't quite parse 4 entirely.  But at least 2 and 3, as I read it, suggest that the existing statutory definitions stay in place as the foundation.  And that causes me a great deal of concern.


I think part of what has made operating this system this long more and more problematic, is the growing disconnect between the work that underlay those definitions back in the first couple of decades of the 20th Century when that wording was first crafted.  It was only incorporated nationally in 1949, but the wording goes literally goes back to the first couple of decades.


The work that is being performed in the Department of Homeland Security, my great concern is that it's not adequately represented in those statutory definitions of what the work at this level is.


One of the dilemmas we find as we try to apply, keep the system running, and particularly as you go into competency work, is that it's simply harder and harder to make those fine distinctions, and have them hold up.


And you have situations that my colleague from Honolulu mentioned, where a particular dimension of work, where you're adding, what is it, 67 duties; but if they're all added at the same grade, it comes out the same grade.


So I'm a little concerned about holding to a system, the fundamentals of which I think it's about time to be called into question.


One other phenomenon of the Time-Focused options is that in may respects, the time was a surrogate for value.  That the work that this system was based on was work that the longer you did it, the better you got.  And so the notion of having your value in terms of how much you were being paid rise over time, kind of made some sense.  But time was a surrogate for a more valuable employee.


Now, I think there is still a lot of work that's performed, particularly certain kinds of possibly inspection work, or something, where actually experience does add to your competence.  But a concern I have is that skills and technologies and initial competencies are changing so rapidly in this day and age, that the fundamental, the longer you do it the better you get premise, which is underlying the general schedule, is something that really I question whether it's something we want to keep in place.


DR. HYDE:  Pat?


PROFESSOR INGRAHAM:  Thanks.


After reading these things through several times, I don't actually think anything contained in the Time-Focused option is status quo at all.  I think it's a step backwards.


You take an already very complicated system and you add more complexity to it.  You know.  And if people have difficulty understanding,  and many people do, how the current system works, making it more complicated certainly doesn't seem

like a major step forward, or any kind of major advance in any way.


The second point that I think is quite important to keep in mind is the experience of the Civil Service Reform Act in 1978.  Civil Service Reform Act, whatever else it did, did not touch the classification system.  It left it intact.  And it tried to build the performance management or pay for performance system, or whatever else you wish to call it, on top of that.  And it said that in effect, yes it's a complicated system, yes, one size does fit all for government, yes we can evaluate you according to a very standardized performance evaluation process or procedure.  And it didn't work.  No, it did not work.


But if you look at a variety of explanations for why, you come up very, very often with the notion that the existing structure and the existing classification system and the rigidity that it built into organizations and jobs and the ability to transfer talent and resources within the organization, worked with every ounce of its

strength against successful performance management.  And I think that's a good assessment.


Thank you.


DR. HYDE:  Janet?


UNDERSECRETARY HALE:  I would just like to talk a little bit about I guess the two options that I spent a little bit of time on.  I know options 2 and 3 had some elements.


But one in option 4 that at least I would like us, because I've heard a little bit about it as we've talked through this process this morning, is some broader pay bands, and allowing people to be rewarded faster for performance.


So while 4 is a modification on time and benefit, I think one of the things you asked us to do is pull out elements during that process.  So, at least for 4 for me had a couple things in there that were of interest, to at least consider.


DR. HYDE:  Okay.  John?


MR. GAGE:  There is an element of this too that I think of the existing schedule which could be amended some to help out a lot of concerns

around here.  And that is career ladders.  Which is a pay band.  They are used in the Department extensively now.  Most of the jobs are the 5, 7, 9, 11.


Removing time and grade requirements between the grade levels, moving up, seems to solve a lot of the problems that we have, or is a broad band.  But it still is underpinned by the existing system.


So I think using career ladders, if you look at this existing system here, and add the concept of career ladders without time in grade, that that goes a long way to allowing people to move up faster.


I also wanted to question something I heard, that the Carter Performance System, which was the five-tiered, and all that stuff, that didn't work because of the classification system?  Is that what I heard you say?  And what system would it be applied to now to make it work, too?  I mean why would the classification system have anything to do with the five-tiered and all that

stuff that they went into?


PROFESSOR INGRAHAM:  The point that I was trying to make was because there were not major changes in structure or in the environment of the activity, and you were still operating with an extremely standardized set of processes and structures and jobs across government, it was difficult inside the organization for managers and for employees to have the kind of flexibility they needed for actual recognition of what they were doing in their specific job.


And the process for assessment was standardized absolutely.  The ways in which employees could be evaluated or assessed was standardized.


I mean, I worked at the Department of Housing and Urban Development at the time.  We got our training in how to do that from people at the Department of Labor, with the assumption that what happened in HUD was exactly like what happened in Labor.  Maybe.  But probably not.


And that's the point that I'm making.

That the notion of going to the heart of what structured the organization wasn't changed.  We built a new system onto an old, very rigid structure.


And it strikes me that without looking at classification and the way we define jobs and job responsibilities and the ability to reward people with more than just a financial incentive, if necessarily, you can change job definition; you can do a more challenging job; you can move from position to position.  Without some classification reform, you're not likely to have a broader ability to put other individual performance reforms into place.


DR. HYDE:  You don't agree, John.


MR. GAGE:  I don't get it.  I mean I'm a Grade 5?  Okay.  In your system call me something else, call me a mid-level 2.  What difference does it make what the classification system is when you layer on any type of repressive performance management system?  I don't see the link.


I mean we had a bad performance management

system.  And here are some more of them here.


But you know, adding that on, it doesn't matter what you add it on to, a broad band or the existing GS schedule.  I just can't make the link to the classification system.  And you're trying to say that's the blame for the bad performance management system.  I think, you know, the performance management was bad; these are bad too.


But I can't see how they relate back to the classification system.


DR. HYDE:  Please.  I hope you are enjoying this debate.


PROFESSOR INGRAHAM:  I don't mean to be obtuse.  But let me try one more time.


If you are my employee and have a--that would actually be a hoot.


[Laughter.]


PROFESSOR INGRAHAM:  And have a very narrow job description, and a very narrow range of expected tasks and duties, and if I cannot change that in any way, and if I must use standardized procedures to assess your performance, and if I

have a limited amount of money, I have situation in which I can conduct performance assessment and performance management.


If you have a broader job description, there are a broader range of tasks or responsibilities that could be performed.  If as part of my incentive systems I could change the nature of the job you do, give you more challenging tasks, broaden your tasks, do a variety of other sorts of things, as well as speak to you about a financial incentive, generally speaking the agreement is that the conditions are in place for a more effective system of performance management.  Classification affects that only in that it creates the structure of the job and the flexibility of the job and the ability to alter the nature of the fundamental tasks that are performed.


Michael gave an excellent example.  If you truly are expected to do 67 things, and all I can reward you for are the two things or the four things it lists in your job description, I'm probably not going to have as effective a system as

if I can say, "Look, you are doing these 67 things, it actually links in very well with this.  As part of your performance evaluation and your performance management plan, we're going to do a better job of coordinating, and you're going to get better recognition for some of the other things you're doing."


DR. HYDE:  We're going to continue this lively debate during the break in a few minutes.  But right now, I'm going to ask one last person to comment.  Ron, Colleen's going to set you up, and then you're going to talk about the 14 on the 1-10 scale, and have the last word on classification and these time--and things.  Colleen first, and then Ron to finish.


MS. KELLEY:  Thank you--


DR. HYDE:  She is going to join the debate off the break too.  Okay, fine.


MS. KELLEY:  No, but going to the debate as well as to a comment that was made about the statutory definitions.  I know there is a lot of details in all of these proposals.  But in this

first cluster in option 2 and 3, what they do provide as a sub-option is the flexibility for DHS to reclassify positions, based on both internal and external inequities, without OPM approval, and not tied to statutory definition.


So, I mean that recognition of a change needed to the system is there within those two options.  Built on enhancing the existing structure.


DR. HYDE:  Point taken.  Ron?  Before we close.


MR. SANDERS:  You kind of took the wind out of the debate here.  I mean actually when you step back, without trying to put labels, you know I see two things that are encouraging in this set, and two things that aren't.  And Colleen may have just addressed one of the two things that aren't.


Some of these options provide for a broader range, which I think is a good thing.  Some of these options provide for greater weight for higher performance; higher performance equals higher pay; and in some cases higher top end and

other cases faster.  And in some cases I think a combination of both.  I think those are consistent with some of the values you heard us articulate earlier, that they do make distinction amongst employees in terms of their pay, based on their performance.


Linking it to the General Schedule is problematic.  And I guess in terms of complexity, and Doris made this point, when you look at the statute, and it makes these distinctions that just make no sense any more.  Like "GS-11 requires some training."  Quote, unquote.  And "A GS-12 requires more than some training."  Quote, unquote.  And then you send classifiers out to make those distinctions.  That's the kind of complexity, you can put in quotes maybe, it's certainly mysterious, it's certainly not very transparent.


So, to rely on those, you know,

half-century, more than that, you know a system that's that old to make those distinctions I think is problematic.  And when you start rewriting them, I think what we'll find is that they tend to

resolve in broader groupings than they do now.


So in effect, we're moving to the next set of options, I believe.  You still have far too much  emphasis on automatic time-based increases.  That to me is a flaw.  But the fact that we're talking about broader ranges and higher pay for high performance I think are good things and are moving us in the right direction.


DR. HYDE:  And it's a perfect segue into the next eight performance-focused options.  We'll come after the break in 15 minutes.  And be back at quarter to 3:00.


(Break.)


DR. HYDE:  Okay.  We have approximately two hours and 15 minutes left.  I want to invoke, we'd like to be finished promptly at 5:00.  And that's the current plan.  There is really no reason why we can't do that, especially if you give me the option of moving the agenda.  If we get bogged down at some point.  I don't want to cut anyone off, but I'll start giving you a cue, and I'll say, "We'll take three more comments," and then you need to get

your hands in, to get it in, or we're going to go.


We also have on the agenda, as I said, we actually have two hours of discussion of time.  We have 15 minutes also to deal with a couple of procedural issues that are on the question list.  And we'll get to those at an appropriate point.


But right now, we're into

Performance-Focused Options.  These are on 7 and 8.  And again, it's the same general question, but we're now looking at these performance-based systems with different pay options and getting a sense on where you're at on this, what's important here, what features do you like or dislike?


And who would like to begin?  Please, Admiral Loy?


UNDERSECRETARY LOY:  I'm not sure this is a different discussion than we just had.


[Laughter.]


UNDERSECRETARY LOY:  But--


DR. HYDE:  Just call it Round 2.


UNDERSECRETARY LOY:  Round 2?  Okay.


To make an effort to distinguish between

the first conversation and competency yet to come.  That's the point that you're making in terms of this particular group of eight Performance-Focused options.


I think there's a couple bottom-line attribute items that are worth noting, I believe, about the general characteristics of a

performance-based system.  And I think Ron was beginning to talk about that just as we were breaking and gave you your segue at the break I guess.


But when most of the foundation of the GS Schedule is about longevity, then most of the notion of a performance-based system is literally about performance.  And I think that distinction, and the most goes to how far we would come away from a GS schedule by adding performance dimensions, or how much of leap we go to a performance-based system and bring along with it those things which we have found to be of value in the system that has served us for so long.


And someone earlier today said who has

served us so well for so long.  I would almost take that with a little grain of salt and say, you know, has served us for so long, but I wonder on occasion how well?


The mission focus is obviously of great, great consequence to me:  The ability to tie the performance-based system and its dimension to a clean, clear direction to mission performance.  We have out of the White House a very good document known as the National Homeland Security Strategy.


I think the great opportunity and responsibility and obligation, frankly, that DHS has, is to be building those foundation elements that will allow us to interpret for the American people and even articulate for the American people the strategic elements of what's going to constitute reaching those goals that are prescribed in the National Homeland Security Strategy.


I think the Strategy is a rather simple, and I don't mean pejoratively at all, but rather the opposite.  It's clean and straightforward and very, very understandable.  I believe the

Department has to translate the strategic goals of the Department so as to allow that package of goals to be an articulation or interpretation of that strategy document.


And then all the rest of us in our various areas of responsibility can funnel and channel our energy investment directly to those goals.  Well, the HR system is certainly one of those foundation elements.


So, I think it's about results versus presence.  You know, at the other end of the day, if the major end of your system is about performance, you gain the opportunity to evaluation employees on their contribution and results orientation to the strategic goal of the organization that is there, rather than being rewarded for still being there, or being there again this year, when the performance evaluation cycle rolled around.


I believe it is about what it takes to get who it takes to--this is the competitive market place point--what it takes to get who it takes to

really get done what are the mission-related elements of that mission focus for the Department as a whole.  I just cannot overemphasize that point.


There are unique skills to the business that we're in and we must be about the business and be competitive in the process of getting them.


Through the course of our experience at TSA this past year, I can't tell you how often I literally had to pick up the phone, or Norm Mineta or Michael Jackson had to pick up the phone and call the CEO of corporation X, Y, or Z because they were perceived to be the 'best in the business, the best in the market place,' and 'Would you share with us,' you know, 'the expertise that you have there and bring it in, so that we can incorporate it into the game plan we're building in this public sector challenge of protecting our homeland.'


Then the classic things like, you know, agility.  And we've already talked about, I don't want to use the word 'hiring' again.  So we talked about the business of being competitive in the

market place for best talent.


I think the performance-based system allows you to go to those incredibly crucial elements of doing our job well for America better than any other.


Thank you.


DR. HYDE:  John?


MR. GAGE:  Yes.  Admiral Loy, I understand in TSA you've given out the General Schedule increase, but you haven't given out any performance increases, because the system is--maybe screwed up is not the right word.


But the point that I'm trying to make on baggage screeners, for instance, from our conversations with them, they seem to say that the only performance measure that they understand is leave.  Being there.  How you make all these pay for performance categories, what would you use to distinguish one baggage screener from another?


UNDERSECRETARY LOY:  Well, first I think the comment about leave is really way off base.  Given the incredible difference that our activity

has made with respect to this function of screening both passengers and baggage, our national attrition rate is somewhere around 13 percent, compared to about 300 percent when this was being done by the private sector.


So, if you're looking for a metric in terms of incredible improvement, you picked the right one.  Thank you.


The next comment is about:  How can we differentiate between and among the performance of screeners?  That is, as you called out, John, I think correctly, the detailed effort that would have to go into defining the job in a

performance-based set of characteristics that would allow a well-trained leadership core to deal with an annual performance evaluation process that would be tired right back to the performance metrics that were outlined and agreed upon by all the players up front, and hold people accountable for the performance of that set of jobs.


MR. GAGE:  Do you have any examples?


UNDERSECRETARY LOY:  We are in the

middle--first of all, you are holding an organization to this kind of accountability that has been around for 18 months, not one that's been around for 10, 15, 20, or 200 years as might be the case elsewhere in this Department.  So, the examples will be through our annual recertification process of the screeners that are in place today.


In other words, we just began on the 1st of October with about four months' worth of opportunity to recertify that the screeners in place have the performance-based skills and competencies to press on with their next year of employment.  That is to say, they will be given the testing procedures associated with the end of their basic training curriculum, and all the other things that have been adjusted between then and now to revalidate their skills and competencies as a screener to press on to the next year.  That's exactly what we are doing in our annual recertification process.


MR. GAGE:  How do you blend the pay for performance into that?  All right, I'm a screener.

I'm recertified.  What's that mean to 500 other screeners who are recertified?  How do you get to pay and distinguishing pay among those people?  You're saying you just have a certification process?


UNDERSECRETARY LOY:  Uh-huh.


MR. GAGE:  How do you get from there to individual employee performance?


UNDERSECRETARY LOY:  Well, the process of going from going from individual employee performance is very different between a screener level and their immediate supervisor, their lead screener, the supervisor above them, the screening managers above them.


So, in the same sense that you are going from recruit or entry to journeyman, to professional, to manager at the other end of the day, we want very much to be able to build that--I think you refer to that as a career ladder--for the screening workforce as well.  I want screeners to joint this organization to have the same aspiration, if you will, of growth, that anyone

else does in the federal work place.


Our challenge is to take the performance evaluations and make a judgment as to whether or not they are performing well.  We think that the best package is probably a three-way differentiation, having either met the criteria, having excelled at the criteria, or having not met the criteria, and then the management judgments that have to be taken at those levels will be taken for each and every screener in our organization.


MR. GAGE:  What I'm trying to get to sir, is what is an objective criteria that you would apply to distinguish among those screeners?  Just an example?


UNDERSECRETARY LOY:  Well, there are countless things associated with how well a screener is doing their job.  Watching the images go by on the x-ray machine and the graded results of how well they do that.  Those are called TIPS, the image projections that we are very, very interested in them being able to watch as your bag goes through the x-ray machine on its way to the

airplane.


Equally, we are concerned with the demonstrated physical skills associated with the screener's performance.  So there is an array of job qualifications that we feel we can and have identified as being part and parcel of a good screener, or an excellent screener, or one that is not getting the job done.


DR. HYDE:  We need to move up to a little higher level.  These are useful questions because the TSA FAA modified is one of the options, and so that basically flows.  But we want to still keep it on the whole package, the whole cluster of the eight.


Colleen?


MS. KELLEY:  On these Performance-Focused issues, or options, there are a number of themes that run through these that are of concern.  They range from being silent, for example, on collective bargaining around issues such as job families, or pay bands.  There is in most of them a lot of management discretion or sole management discretion

for defining things like the number of pay grades, the pay levels, job families, local pay increases, and the amount of the general increase.


It would be unacceptable, from my perspective, to divert any or all of the January pay raise into fund a pay for performance plan.  The January pay raise is one that employees, if they're performing acceptably and they continue to be an employee of the agency, they have mortgages to pay and school bills to pay, and all the things that go along with cost of living.  ECI, or whatever it is you want to call that January pay raise.  So the idea of diverting any or all of that would be unacceptable for NTEU to put into a pay for performance pool.


But among these options, these Performance-Focused, there are a number of things, for example, in option 9 that I think are worth noting, and hopefully would be considered by this Committee.  The option 9 has pay ranges, open ranges, built into the bands.  Now, it does add an extra 15 to 30 percent at the end, and that again

is to meet the stated interest of the Department to be able to reward its top performers.  There is a recognition, though, that there would be no step aside; when you move to this open range, there's not a step system, so there's not this automatic movement for longevity that has been identified by many as not wanting to do that.


But option 9 does provide that if employees are performing acceptably, there would be a minimum payment of 2 percent.  And then anything above that would go to high performers that were available.  So, a recognition for doing the job that's expected of them, not diverting the January pay raise, or a piece of this.


But option 9 also acknowledges what some, and this is a difficult issue, but you know, there is a concern about a payment to poor performers of any kind of a pay raise.  And option 9 does provide that employees with unacceptable performance would not receive any pay raise until their performance level were moved to an acceptable level.


So I think that is responsive to what we

have heard from many in the Department, and are things that hoped would be considered out of this package.


DR. HYDE:  Ron?


MR. SANDERS:  I guess I've counted seven things that I like amongst these options.  And they're not characteristic of all of the options all of the time, and they seem to be common denominators.


First, there are consequences for poor performance, to a greater or lesser extent.  And I think Colleen has just mentioned sort of the minimalist approach to those consequences.  But it is frankly more consequence than there is today.  There are others that actually increase the gravity.  But the fact is, I think, there needs to be consequences.


They all rely in one form or another on occupational groupings.  Which I believe implies and in some cases were explicit, that we do begin to collapse and merge and modernize the general schedule grading criteria.  And they use those

occupational groupings in a way that I think is essential, given some of the interests we heard this morning.


It begins to tie pay to those occupations, so that in any given location you may see a structural increase for one occupation that differs from another, because the market differs for those occupations.  That's a degree of precision we don't enjoy today .


Many of them involve employee input as  way of providing or enhancing the credibility and transparency of the performance management system.  Interestingly enough, the current senior executive service performance appraisal regulations require some form of employee input in a balanced approach.  And I'm not a fan of 360-degree appraisals.  That's another matter we can get into.  But some form of employee input, employee satisfaction, et cetera, I think is important.


Many of the provide for oversight in the performance management process.  Whether it's an SES-like performance review board, or a board of

managers, some way of insuring that you're dealing with rater bias:  Some are easy graders, some are harder graders.  So that there needs to be some higher level of review that insures that the performance ratings are reflective of organizational performance as well as individual performance.


I do think there is performance equity here, that goes without saying, because these are performance-based options.  Higher performance is rewarded with higher pay.  I've talked about market equity.


And I do think there is a much, much greater degree of mission alignment in these options, at least insofar as contributions are concerned.  Not so much on the competencies that we've heard this morning, but in terms of contribution, those folks that contribute more to mission in fact get paid more.  Whether that's translated or a function of a performance rating, or some other mechanism, the fact is you do have that alignment.  I think that was seven.


DR. HYDE:  Joan?


UNDERSECRETARY HALE:  A question, rather than having an opinion, which is:  lot of the discussion has been based on individual pay.  And one of things that I think I heard or learned as I traveled across the country was the issue of some of this is team-based, some of this is organization-based, and some of this is

individual-based.  And I would love to hear from either of my colleagues or Colleen or John or Mike.  Are there ways to focus a performance system that is a combination of those three elements?  Individual, organizational, and team.


DR. HYDE:  Admiral Loy, can I let Bob Tobias go?  Admiral Loy, please?


UNDERSECRETARY LOY:  Just a quick thought that occurs to me is experience from the military pay systems of our country for years have recognized I'll call them specialty pays as opposed to 'allowances.'  In other words, allowances we're usually thinking in terms of locality, or you know something like that.


But on the specialty pay, let me just see if I can recall an example from Coast Guard days:  If you are heroic enough or foolish enough to be a Coast Guard rescue swimmer, who prefers to jump out of perfectly good helicopters into 40-foot waves, there is a means by which a pool of money is set aside on an annual basis and divvied up among those elements of the organization that would have out-of the ordinary characteristics beyond the what I'll call maybe base pay.  So the notion of translating that into a team notion, an organization notion, or even an individual notion, which is the case with the rescue swimmers, the category of function known as rescue swimmers were collectively recognized.


And one of the ways that that's valuable is that it keeps you from being rewarded as the guy that actually jumped out that night, just because you weren't on watch when the helicopter left the station.  In other words, it's keyed to training, investment, and a skill and competency package that's acquired, and then recognized for pay beyond the base.


So we might have some insights from the military specialty pays.


DR. HYDE:  Please, Bob, go ahead.


PROFESSOR TOBIAS:  I'd like to talk to you, here, Mr. Sanders.  You talked about internal credibility.  You spoke about how you might create a system that in its implementation, that is, year to year to year, might have some credibility.  I think that's an important element of any system.  Would you speak to the issue of how would you create credibility for the development of the system that's in these packages?


MR. SANDERS:  In terms of insuring that any sort of performance-based pay system has credibility on the front line, I think it would be useful to involve front-line employees and

front-line managers in its development.


I'll set aside for the moment any issues of collective bargaining, and just talk about making sure that when you're defining, for example, performance standards, that's not done in the back room somewhere, but done with the involvement of

the managers and employees who actually do the job.


Admiral Loy's example, you know, when you're defining what an excellent rescue swimmer does, his or her competencies, I think you go ask the people who command those units and the people who are in those units.  And to the extent there is a civilian equivalent, and I think there are in this Department, you'd much the same thing.


PROFESSOR TOBIAS:  Well, it strikes me that it's easy to use words like "They should be involved."  And "They ought to be involved."  And so forth.  It seems like in order to have credibility, there has to be a specific process for involvement, specific guarantees; specific obligations to engage for decision-makers to engage.  Specific milestones that are met before or in conjunction with implementation.


For example, we heard this morning about the lack of training, and you know, we look at the results of that OPM survey, and we see that leadership is an element that's in short supply in the federal government.  And so, in order to have a

sophisticated evaluation system, that has to change.  So it would seem to me that as part of the implementation effort, you would have to be, just like if in an IT program before you go to stage 3, you got to certify that stage 2 is completed.


So, the steps, the inclusions, the guarantees, the role of decision-makers with those who are providing information seems to me a critical element of addressing the anxiety, creating a climate for acceptance, that will be necessary no matter what change is desired.  But the more change that's desired, the more the implementation issues will have to be met in what I would describe a collaborative, a truly collaborative way.  Not in a way where 'I know what I want, but I'd be happy to talk to you about it' approach.


MR. SANDERS:  I don't think that was the question.


[Laughter.]


PROFESSOR TOBIAS:  Let the record reflect that you're correct.


[Laughter.]


DR. HYDE:  Janet?  Moving on.


UNDERSECRETARY HALE:  I would like to go to that point, because I think it is terribly important.  And I have talked not only to my colleagues inside the Department, but to others.  I don't think we can design.  This will be a general way forward.  And then we will need a lot of specifics about what is in a performance management system.


It can't be designed overnight, and we cannot do it without the employees on the front line and their managers.  So I think you will see that that will be part of our process as we move forward.


It is one of the things that, again, has been very valuable in the first step of this process, but one that I hope we will even expand on as we get to the implementation.


PROFESSOR TOBIAS:  I would just say that, you know, I'm not a participant in this process.  I'm only an observer.  But for me, if I were to

define a collaborative process, it would be a process where the decision-makers are actually engaged with those who are suggesting options and alternatives.  So that there's a real understanding and an exchange.


It's not necessarily agreement that creates credibility, in my view.  It's understanding that creates credibility:  That I am heard, that I am acknowledged, that I am truly understood.  And that there is a disagreement, and if I'm the decision-maker, I got to make it, and I'm going to make it this way.


Now, that's different than making a presentation and having the judge, that is, the decision-maker, make a decision.  In my view, that's not collaboration.


So, it seems to me that if you are going to implement a pay for performance system that contemplates the kinds of changes that are being discussed now from the bottom to the top, every step of the way, and every implementation step would have to be a truly collaborative effort in

order to have any chance at credibility and to have any chance at true acceptance and implementation that would allow for the alignment, that would allow for the connection between external and internal market-based systems, the kinds of things that you're suggesting.


DR. HYDE:  Maurice?


DR. McTIGUE:  Just two or three comments that I would like to make.


First, Janet, in response to your questions.  I think that you should look outside of the United States to some of the international experience with the implementation of some of these ideas.


For example, certainly there have been some changes in Canada, but not very much, but going down this course to a limited degree.  There have certainly been significant changes in Australia, where they are using some performance measurement, and they are using systems that help the evaluation of that performance.  And there's probably more change in New Zealand than anywhere

else.


And having been a minister in some of those agencies when they went to these systems, in the main, we moved ultimately to having the employee write the performance agreement, agree it with their supervisor; and it took away most of the hardship.


There were ways of guaranteeing that.  Some of it can be contractual agreement with the chief executive of the organization that these are the procedures that will be used as you go into developing a performance system.  Some of it can be legal; you can bind it by regulation.  But I think that that has dangers attached to it.  Because of the eight different departments that I was responsible for running from time to time, the performance systems needed to be different, because the jobs were very different.  So you couldn't find one template that you could use for every organization; you had to find things that were appropriate to that organization.


Certainly in terms of your other comment

about individual, organizational and team-based, the New Zealand government uses all of those.  And the teams may not be just quite as specialist as Admiral Loy mentioned.  In some cases, it can be just a particular part of a department whose productivity gains have been very extensive, and that team will be rewarded because of the productivity gains that they've been able to show.


Organizationally it has to be linked to this organization's achieving its objectives.  And therefore, that's a reward to everybody who is employed there.  And individually, it can be as a result of the agreement that you have as far as your own individual performance is concerned.


All of those things can work together at the same time.


DR. HYDE:  Pat?


PROFESSOR INGRAHAM:  A slightly different kind of question.  We've not actually talked much about option 11.  The IRS modified system, which combines a pay for performance with a performance management structure.  And my question is:  It

notes that the IRS system includes a four-level performance system focused on results.  And then it gives the IRS balanced measures that are used for the overall organizational perspective.  Could someone from DHS tell me what those might look like in the Department of Homeland Security context?  What might they be?  The IRS examples, or customer satisfaction business results, employee satisfaction.


DR. HYDE:  Eduardo?


DIRECTOR AGUIRRE:  Well, as a matter of fact, I was chewing on IRS myself as I was thinking about what I might say here.  My component of DHS would actually find this an interesting option, because customer satisfaction happens to be a very important part of what we do.  We are dealing with the public in terms of servicing the public for immigration benefits.


So customer satisfaction will be one of the elements that I would like to be looking at.  And matching that against my banking background in the private sector, customer satisfaction is a very

measurable situation, just as much as employee satisfaction.  Which I happen to enjoy in this particular scenario, because I think it's important to make sure that the team is satisfied with the overall structure.


So, these two, along with the business results, which can be any number of different metrics, happen to fit very well in the Bureau of Citizenship and Immigration Services.


I'd have to spend some time thinking about it.  But I would dare say that there could be some like type of metrics for almost anything else out there.


DR. HYDE:  You want to go?  Okay, Ron.  And then we'll do one more question on performance.  And Janet, then we'll move.  But Ron first.


MR. SANDERS:  Let me just follow-up on Pat's question.  I have some passing familiarity with the IRS system.


And customer satisfaction is defined broadly because IRS has law enforcement functions too.  Criminal investigation agents, 1811s, revenue

agents who do audits.  And it's tough to think about how you have a satisfied customer when you're auditing him or her.  And they have more to do with taxpayer treatment.  Not so much customer satisfaction as taxpayer treatment.


MR.          :  --


MR. SANDERS:  Right.  Exactly.  Professionalism, courtesy, et cetera.  So those things can be measured certainly in some parts of DHS.  But frankly, I suspect it's more rather than less when you look at it.


DIRECTOR AGUIRRE:  Can I just pop in a couple?


DR. HYDE:  Please.


DIRECTOR AGUIRRE:  Customer satisfaction doesn't have to be necessarily whether or not somebody is satisfied with the service.  You can have length of waiting time for lines, waiting period on telephones, answering response time.  There are all kinds of metrics that I think can be associated with good customer service or poor customer service.  Whether or not that individual

or customer is happy with the outcome of that inquiry or not, it's another element.


DR. HYDE:  Jim?


UNDERSECRETARY LOY:  I think to go directly to Pat's question, we have to find our way to tie this back to enhanced Homeland Security at the other end of the day.  What is a metric set that would be, in the transportation sector, my responsibility, and in the border sector Judge Bonner's responsibility.  Et cetera, et cetera. In other words, there is I believe a stakeholder array of issues that are enormously important here.


But we have adjusted the focus to a degree in the TSA package that came to this Department from the Department of Transportation.  Secretary Mineta was very articulate about a balance between security on one hand and customer satisfaction on the other.  And if you will, the fulcrum on which that balance is kept is soft of minimizing the negative impact on the economy, which is after all the undergirding of everything that we're doing.


That language is all very much a part of

the DHS spectrum.  But if there's anything, it's remembering what Job 1 is.  And Job 1 is the security of our homeland.  Because the stakes are so high in that regard for all of us as citizens.


So, that set of metrics that we'd go towards in that regard could be very much stakeholder's satisfaction and customer satisfaction and economic impact, making sure we're not negatively impacting the economy.  But Job 1, I think, would always have to be an array of metrics associated with the security of the Homeland.


DR. HYDE:  Marta?


MS. PEREZ:  I think if I may sort of follow-up to Admiral Loy's comments.  I think I have a particular bias towards the

performance-based systems.  I think they allow for creating those linkages between the contribution of the employee or the teams to the mission of the organization, which I think is particularly important in light of the important mission of Homeland Security.


I think it also addresses a concern that

has been raised by employee representatives, and that is that it forces the communication between the employees and the managers, and that it requires that clear expectations be discussed, that the employees understand what is expected of them, and then that follow-up and regular communications be had with regards to whether the employee is meeting the expectations or not meeting the expectations.


I think that creating an environment of performance and the expectation for high performance in Homeland Security is of extreme importance.


I think that also that the options that were presented in the area of performance-based allow for that most flexibility in terms of designing systems that might meet the diversity of needs of the Department of Homeland Security.  You don't necessarily need to have the same performance-based system for all the agencies within Homeland Security.  But you may have some diversity within that.


I think all of them require a great deal of investment in terms of training and time and resources for training and development of both the managers and the employees.  But I think certainly in light of the mission of Homeland Security, that we should not hesitate to make the investment.  And I think to take the path of least resistance would not serve our taxpayers well.


So I think that this offers, in my mind, the most options for success for Homeland Security.


DR. HYDE:  Janet?


UNDERSECRETARY HALE:  I just wanted to follow-up on a couple of points, because I think as Admiral Loy started a lot of our conversations in the previous indicated some of our preferences for these options.


But one thing, Colleen, you said about sort of using the January pay increase or the ECI, or whatever that is, one of things again, the question I think for many of us around the table is, again, the San Francisco, or it's San Diego, or it happens to be New York, option 6 talks about

locality adjustments or factors.


And I think at some point the question will be:  Is there a normal place to take that from?  Assuming that not all votes will rise in this, where we will put a marginal dollar in a system that's, you know, spend that.  Would you be opposed to taking that out of the January pay increase?  I mean moving that around to sort of deal with not taking it out of, but is there a different--


I think the question is:  Do you all feel that that is important around the table?  And if so, is there any place that it might come from?


MS. KELLEY:  Actually in option 6, one of the issues that NTEU has with that option is that the locality pay rates would not be automatic, that  they could be pulled into this pay for performance pool.


And again, if the issue is about cost of employment, ECI, locality pay, whatever it is, those are dollars that have been identified through other processes that are needed in order to be able

to recruit and retain for employees who are on board, to be able to pay their monthly bills, that don't go away just because we need a bigger pay for performance pool.


So, you know, without looking at specific cities, I can already see the proposal, that these five cities won't get their locality pay.  So we can put it in the pay for performance.  You know, I've learned to never say never.  But I cannot imagine that that is something, at least at this point, you know, that NTEU would support.  But for all the same reasons as the January pay raise.


And I realize that funding is an issue.  But funding in the Department, in NTEU needs to be increased.  The Department needs funding for staffing in general, in many areas.  And in addition to that, if anyone is going to a pay for performance system, I know I said this earlier, I have never seen a system that has been able to be transitioned without having additional resources put into it.  And I think that acknowledgment is something that has to be up there.


DR. HYDE:  Pete?


MR. SMITH:  Yes.  This may be a little more complicated.  But I just want to get a couple points on the table, relative to what Colleen was just talking about.


First of all, if a secretary's job nationwide is worth, let me throw out a number, $30,000 a year, just to make up a number, and in New York it's worth $38,000 and in Orlando or Biloxi you can get equally qualified people for $25,000.  Whatever those numbers are.  I think it would be a huge mistake to invade a system that was trying to pay people competitively in their market place based on performance; and say to the people in New York:  "We'd like to pay you more, but we've taken a performance component out here, so we can pay some of the units that's been doing well."


I think you have to separate those things; and you have to set the basic job grade salary scales, based on the markets to the degree that you're going to do that.  And I think it would be very hard in this country to be fair to people, not

to have some kind of locality pay.


The other thing is:  I am very much in favor of paying for performance.  And to do that, if the government is paying all the people in an agency at DHS $30 million a year, and it can next year afford $32 million for that same group of people, then however you divvy that money up is going to have to come out of the $2 million.  And if you're going to pay for performance, not everybody is going to get their proportionate share of that $2 million.


So, somewhere something has to be carved out, out of the ability to pay, to create true pay for performance.


Having said that, I also think it would be a mistake to reduce anybody's pay, as a level of the system.  And in all my experience in compensation, over 30-35 years, I have never seen a case, other than really unusual cases, where somebody has gone from a very high-level position willingly to a very low-level position, and there's a common mutual understanding that of course if I

take this new position, my pay is going to be decreased.  I've never seen a case where reduction of pay because of performance works.  It's best to either hold the pay and hope the performance picks up, or ask the people to leave.


DR. HYDE:  I'm going to give Doris the last comment on performance.  And then we're going to move to Competency-Focused.


MS. HAUSSER:  Well, thank you.  I'll try to do something profound then.


Actually, in terms of what do I like about these options, I think I can capsulize it by saying:  To me the plus we have here is that they are saying performance matters.  And that's a contrast to the time-based.  And I think that's a very important cultural strategic kind of value shift we have the opportunity to make.


I was very pleased to hear, at least what I understood to be, an openness to the prospect of not passing along automatic increases to people who aren't performing acceptably.  I say that with the understanding that if they're not performing

acceptably and you can't get them into a job where they are, and they won't improve performance, the merit system principles say they should be separated.


But until that point, the idea of giving them a pay increase is an artifact of a day and an age when the pay rates were set by Congress legislating pay rates.  That's why we have a fixed step system.  And we can move past that with computers and payroll systems, and all the rest of it.


The notion of saying performance matters keys on the credibility of how it's measured; the credibility of how it's measured is going to key on the nature of the work.  Is it something that is best measured at an individual level?  Credibly measured at an individual level?  How would group level measures pertain?  The practice elsewhere is that measurement that occurs above an individual level tends to be distributed in pay in variable pay lump sums.


There are ways of incorporating it into

base pay adjustments.  For instance, based on regional productivity levels; adding, increasing a pay pool that will be distributed in that region, because of a region performing well in a particular organizational measure.  There have been schemes like that.


But to wrap up quickly, to me the key was to change the value proposition to saying performance matters.


DR. HYDE:  Speaking of which, what about competency?  That's my segue into the four Competency-Focused options 9 and 10.  And of course, these aren't just sole competency; these are also linked to performance issues.  But there are four options on the table here.  I'd like to get a sense of what you thank are the best and worst features of these four.  This cluster.


PROFESSOR TOBIAS:  Maybe before we discuss these four, if they are to be considered at all, the assumption would be, I think, that different portions of DHS might use a competency-based system.  Another portion of DHS might use a

performance-based system.  And what I would like to check on is whether what we're talking about or making recommendations about are a DHS-wide system.  Or are we saying, "Here are an array of recommendations that we would recommend that those in DHS pick and choose from."


DR. HYDE:  This is what happens when you hesitate to answer on the Competency-Focused, because he's already gone to the 4:00 question.  But we'll put that on the table.  The question really is:  As a general proposition, to what degree should DHS have uniform pay classification performance management systems?  Did I--do you want to finish up, or--


PROFESSOR TOBIAS:  No.


DR. HYDE:  While you're on the question, why don't you start with your answer?


PROFESSOR TOBIAS:  I'm curious, I would like to know what we're supposed to do.


DR. HYDE:  Please.


UNDERSECRETARY HALE:  I think one of the questions is that maybe it's not either-or.

They're probably are places inside DHS where competency may be a factor as a part of our system.


You can look at it as sort of 'my old world of DOT.'  We started at the FAA, and you brought in an air traffic controller, and you trained them, and went up as they became a full performance level controller.  My assumption is that there are similar categories of employees, or jobs, that well might lend themselves to this, as we take an employee through FLETSI [ph] and go through the training.


Again, that would be not totally competency but a range and a part of our tool kit that we could use as we are hiring, retaining, and compensating our employees.


PROFESSOR TOBIAS:  But I guess my question, Janet, is a little more fundamental.  Obviously, you could merge a competency-based system into any one of these performance systems.  My question is:  Do you envision this group making recommendations for one system for DHS?  Or an array of personnel systems from which those in

charge might choose, consistent with how they see their individual directorate missions?


UNDERSECRETARY HALE:  All eyes looking at me?


[Laughter.]


UNDERSECRETARY HALE:  I think the issue is:  This group and those that make the final decisions on regulations and the system that we set up, I think needs the flexibility to be sure that we recognize the individual components of our Department.


What we need for FEMA Stafford employees are probably not the same thing we need for the Boarder Patrol at CPB.  So I believe that we need to recognize the differences in our components and their missions, as they all again, Rob's point and go back to sort of Homeland Security, but there are other categories of employees that also do other things.


So, am I not answering that question?  I'm sorry.


DR. HYDE:  Well, that's definitely an

answer.  Eduardo, let's throw your cut in.  Then we'll go--


DIRECTOR AGUIRRE:  Well my idea on this as a member or this group is that as we're filtering these thoughts and concepts, we're going to go to the Secretary and the Director with our own ideas as a group, and perhaps individually.


The Secretary and the Director I think are going to focus some anchor values.  Whether they be competency, or they be performance, or they be status quo.  And then from there I think we will make sure that the different components of the Department of Homeland Security are properly served.  And we have law enforcement.  Some set of values may be added or subtracted.  And others, in terms of customer service, et cetera.


So, you know, I see a dominant element in terms of the performance, or any one of the issues related here.  But then, the score card will vary, depending on whether you're a batter, a pitcher, coach, whatever.  That's how I view it.


DR. HYDE:  Doris?  Maurice?  And then

Pete.  Sorry.  That's the order, please.


MS. HAUSSER:  I was recalling a comment Pat Ingraham made earlier about when the Civil Service Reform Law was first passed.  Twenty five years ago, and when you went to the experts, and you said, "Okay, how do I do performance management?"  You basically got one answer.  And it was:  Do a five-level appraisal system.


And that was an error of one size fits all.  It was a time in that the whole mid-20th to late 20th Century was a time of "There is a right answer."


And kind of starting with the demo projects, in our federal experience, we have learned that indeed the federal government can tolerate some differences when they make sense.  They have to make sense.  And I think one of our guiding lights here is that it should be drive by a strategic need, and what's going to best support the mission.


Certainly there is the latitude to do some tailoring with, and I think it was very well put,

with some probably core-common principles.  But exactly how it's going to turn out for a given workforce, a given work technology, a given specific mission within an agency, I suspect, Criswell predicts here, that there will probably need to be some appropriate tailoring.  And that we have learned that is probably as it should be.  And we have also learned that we can tolerate it.  We couldn't tolerate it 25 years ago.  But I think we can now.


DR. McTIGUE:  I strongly favor a system that has both.  Because competency is about the interests of the organization.  It's about being able to build the skills that are necessary for the organization to be able to achieve its objectives.


It's something that might drive a person to convince one of their staff to move from being a cost clerk and filing financial records to somebody becoming a cost accountant, and doing a vastly different job.


It's something where people might be given credits for improving their competencies this year,

but may not improve their competencies again for some period of time.  It's something that should be driven by management, having a very clear view of what kind of skill, talents, and capabilities does this organization need to be able to carry out its core functions and to be able to carry out its security functions.  A whole set of paradigms there that in my view have to be addressed.


Performance is about the individual.  How do you encourage the individual to performance at their highest possible level?  How do you reward them for that performance?  And it is very much individualized.


Take one or the other away, and I think that you only meet half of the objectives.


Personally, I can't think of a part of DHS where you wouldn't apply both of those criteria. There might be, but I can't really think of somewhere where you would want to say, "No, we don't need to concentrate on competency," or "No, we don't need to concentrate on performance."  I think every single part of it might need that.


They might want it in different ratios or with different exients, as to how much effort you're going to put into lifting competencies or how much effort you're going to be putting into lifting performance.


DR. HYDE:  Pete?


MR. SMITH:  My comment gets back to Bob's excellent question about consistency or variety, and picks up on Doris' point about core-common principles.  I think it's very important that these programs be built around core-common principles.  But that doesn't mean that they have to all be the same.  And this gets back to my point I made this morning about wanting to link all of this to strategy.


It seems to me that at some point DHS will come out with a management strategy or culture statement or core-common principles, if you will, that will say:  This is what we're about.  These few things are really how we run this organization across all the units.  And within that, there can be a lot of variation, as long as all of the units

are matching to these core-common principles.


Once you know then, it becomes much easier to determine which HR program should be the same, and which can be different.


I had a client, global client, who, a number of years ago was having a lot of difficulty globalizing.  Going into all these different countries around the world and saying, "This is the way we do things." And the HR people and the finance people were coming with these processes that were time-tested and good and so on, and saying, "This is the way we do it."


And the client was failing miserably at globalization, until brilliantly the then-CEO said, "Let's figure out what has to be the same for business purposes, and let everything else be different."  And once they made that decision, everything turned around, because they could communicate to the people in this organization.


Or going forward at DHS, we've decided that has to be same for these mission-critical reasons.  This is the way we're running the

agencies.  Beyond that, TSA, and other units, you do what you need to do within these principles.  And we may want to review that and make sure it fits generally.  But there's a lot more freedom.


And it was very, very helpful to this organization, and I think it would be helpful to management at DHS.  But it's management's decision.  it's not an HR decision to make this work.


DR. HYDE:  Colleen?


MR.          :  Exactly what I said--


[Laughter.]


MR. SMITH:  Sorry I had to repeat it.


DR. HYDE:  He said it in more words, though.  So you get the first points, okay?  K


MS. KELLEY:  My comment is on the issue of competencies.


And in theory, of course, it sounds very good and it sounds very logical.  In practice, in our experience, it has not quite worked that way.


To start with, if competencies will be used, they need to be tested and to be validated.  And everybody shakes their head and says, "Yes, of

course."  But that isn't always the case.


We had an experience where an agency wanted to move to competencies.  We, and a lot of the Committee today have said it's important to have front-line managers and their employees involved in these discussions.  And I would like everybody to practice tonight.  The sentence goes like this:  "Front-line managers, front-line employees and their unions involved in this discussion, and in the design of any such system."


But what happened in this case was we worked with the agency and agreed to pilot this, to do a test.  But we agreed that it could only be used for identifying training needs at first, and then let's see how that aligned with actual employee performance, performance ratings, and all of those things.  And what turned out was that they actually had an inverse impact.  The employees who had the training on the competencies and were tested and scored, those who scored the highest had the lowest evaluations, and those who scored the lowest on the competencies had the highest

evaluations.


So obviously there was something wrong with this process.  And so, that's an example that we have to remember if anybody wants to go down this road to competencies.  And it also invites the need for an assurance that there is equal access to learning these competencies to all employees; that there is access to gaining those skills, to gaining that experience, to gaining those abilities, so that they can move up and in fact have all of the competencies that are determined to be rewarded in any organization.


So these competency-based options raise a lot of questions for me on the ability--and again it's in part because it's still so theoretical, and because I have not seen any kind of a formal plan of how this could really work.  Although I understand the logical arguments for why it makes sense.  But there are a lot of pitfalls, I believe,  that we need to pay attention.


DR. HYDE:  Michael?


CHIEF DORSEY:  I agree with you.  I think

there are some, I have some concerns about competencies based on some experiences that I've had.  But also because there is a need for using them fairly, using them equitably, finding training.


I think one good aspect of this number 13 option is that it considers management itself as a competency.  And that it looks at the kind of training that you would need for managers as well as yes, front-line employees and front-line supervisors.  But management as well.  Because there's skill and ability and training.  But you can deal with the union training yourself, Colleen.


MS. KELLEY:  No, you have to practice that sentence.  "Front-line managers and the employees and their unions."


CHIEF DORSEY:  I know, I know, I know.  I thought that was a different--every sentence, every sentence.


But I do think that competency does have a role.  And particularly when we're talking about base, you know people coming into the system, new

employees, what competencies do people have to have to do their jobs.  And what kind of training do they need to do their jobs.


Commissioner Bonner and I were talking at lunch about the need, not just for beginning people, but people at a higher level.  There are certain levels of training that people need at every aspect of their job, in every level of their job.  Including senior management.


And I think we need to see, and certainly everybody, not just the favored few, need to get that opportunity for that training, and then need to be measured.  And you've to make sure that they actually can apply the training that they got to the job that they have.  It doesn't do any good to just go to a class; you also have to be able to apply the training on your job, and actually be able to either jump out of the helicopter and rescue somebody, or the various other aspects of specialized training that people need.  So I think that is important.


DR. HYDE:  Ralph?


DIRECTOR BASHAM:  First of all, Colleen, I don't whether I'm going to be able to live up to your request to tonight rally the troops around management, employee, and union, from my perspective.


But I would like to say that I do agree that I think all of these, longevity, competency, and performance should be factored in to whatever system we end up with, within DHS.


And I also think that the purpose for this particular Committee is to able to go forward with this Committee's views on all of these various options that the Secretary and the Director can weigh as they proceed to make their decisions.  If it were left to the Secret Service to design its own system, I assure you that I would be

cherry-picking these options to apply to the mission of the Secret Service.


And regardless of what categories or clusters they come out of, I believe it's important that we not overlook any of them, in order to be successful.  I agree with Commissioner Bonner.  I

don't particularly believe that the status quo is an option.  I don't believe this Department was brought together to maintain the status quo, or even to tweak the status quo; but to get outside the box, and to allow this new Department to do something new and something different.


So I hope we keep all of these options on the table, and we present the Secretary and the Director with an opportunity to make a decision based upon that.


DR. HYDE:  Other comments?


CHIEF DORSEY:  I have a question and an issue.


One of the things that came up both in this one and the previous one is the idea of shares,  or limits, or pools on whether it's performance increases, however we do it.  I have a concern about that.  I went to Stanford, and when I went to Stanford College, everybody was graded on the bell-shaped curve.  So we had 15 percent As, 35 percent Bs, 35 percent Cs, and 15 percent Ds.


It seemed to work reasonably well in a

survey class where you had 200 or 300 people.  If you were in a seminar section with 20 people, it was a little tough.


So I don't necessarily ascribe to the strict bell-shaped curve for performance evaluations.  And didn't like that, and didn't employ that when I was given the opportunity several years ago to evaluate employees at HUD.


But I'm not sure that I think that we shouldn't have any kind of a pool at all, and any kind of a limit on performance and pay for performance.


So, I'd like some discussion around that issue and see what the limits are.  I know, John, you mentioned that any of these things were inappropriate.  And I don't thank I would go that far, but I share a concern.  So I'd like to have some discussion of that issue.


DR. HYDE:  John, counterpoint?


MR. GAGE:  Yeah.  Bell-shaped curve.  I almost forgot that one.


CHIEF DORSEY:  It stuck in my mind,

because I was kind of at the low end of it sometimes.


MR. GAGE:  Yeah.  Well look how that works.  I was talking to a friend of mine who runs a social security office, and he has 15 journeyman claims reps.  And I've been talking to him about this thing.  And he goes, "I can pick the best employee in the office.  And I can pick the worst.  But only God knows the difference between the other ones."


And I think that real live situation, when we're talking about experienced workforce--Eduardo down here says the work as hard as they can.  Didn't you say that this morning?  Your folks worked as hard as they can.  But they have to work smarter.  Going into this type of HR business is not exactly working smarter.


I think it enforces a lot of negative situations that right now had been worked out on the work site.


And I saw in one of the researches where somebody said in most occupations and in most

companies, you have 10 percent at the top, 10 percent in the bottom, and 80 percent in the middle.  I'm worried that these systems upset that 80 percent.  Those folks who are really pulling the weight in these agencies, who are working hard every day, have that work ethic.  And when you start putting in these competitions, as you say, I'm not sure where that goes.  I think you upset more people than you motivate.


But I do want to say one thing about the competencies, if I may.  The career ladder plan that I was talking about earlier, which really covers and is used in most of the Department right now.  But it's based on the GS system, but it can go more than one grade at a time.


And rather than concentrate, and I finally understand what the colleague over here was saying about the job descriptions, the thing I like about the career ladder is:  It has a career ladder plan which is real.  It's assignments.  It's work that needs to be done, that can be assigned to a person, that they demonstrate the potential to move up to

the next grade.  It's not that artificial job description or performance standard language, which is, it's gobbledygook.  It doesn't really apply to a flexible work site.


So what I like about the career ladder deal is it brings in the broad-banding; you remove the time in grade, so that people can move up on their performance.  Plus on the career ladder plan, you can make a blend of performance standards, competencies, depending on the job.  And it really is an existing tool that I think covers the various different jobs in the Department.


DR. HYDE:  Just a quick question for clarification, John.  When you talk about the career ladder, do you see that fitting into these Competency-Focused options?  Or are you seeing it fit in anywhere?


MR. GAGE:  Well, the career ladder is just an ability to move up to the journeyman and to be able to do it faster.  And it has a career ladder plan, which is written with the employee's participation, where he shows the potential for

doing that higher graded.  And depending on the job, that could be a mix of competencies, performance standards, things like that.


DR. HYDE:  Perfect.  Steve, and then Ron?


MR. COHEN:  It seems to me a forced

bell-curve type of situation may well not be the answer to what we're looking for.  But I also think that equality for equality's sake, across-the-board pay raises for that, say, or pay raises based simply on longevity is also by no means the answer.


My experience has been that those types of systems frequently serve as de-motivators to your best employees.


Someone else said earlier, or perhaps this morning that no one knows better who is really pulling his or her weight than the rank-and-file employees within that particular unit.  They know perhaps better than any supervisor or any manager.  They are the ones who will say, "What's in it for me?  Why in the world should I be putting in the extra time, putting forth the extra effort, when all I'm getting out of this is exactly the same

thing that so-and-so is getting, whose major contribution is showing up?"


I just honestly believe that there must be some mechanism for assuring that true equity exists.  And by that I mean being able to reward that individual or that team or that organization that does more than just showing up, or that does more than just what the average type of employee might do.


DR. HYDE:  Ron?  And I'll come back to you, Michael.


MR. SANDERS:  Mike, let me try to respond to your question.  In terms of a share system, you can avoid the sticky issue of forced distributions altogether.  That's the good news.


The bad news is that with a share system, you simply take a finite amount of money.  And unless Janet's going to work a miracle here, there is a finite amount of money.  And you simple spread it according to how disciplined you may be in your ratings, or not.  If everybody is rated 'outstanding,' the value of that rating in terms of

money becomes negligible.  If everyone really truly does make performance distinctions and a relatively small number of employees are rated outstanding in a share system, then they are rewarded handsomely.


It's not to say at the expense of everyone else; it's just that there are gradations in distinctions.  People who perform below that outstanding level get less.


Forced distributions are always tricky.  They certainly are disciplined.  There are a couple of variations on the theme of a forced distribution, though.  One is to link the ratings distribution to organizational performance; not necessarily a bell-shaped curve.  But I have to tell you, I think Admiral Loy and Commissioner Bonner, and others probably know in any given instant how well the various pieces and parts of their organization are doing.


And to suggest then that that rating should reflect that organizational performance is not a stretch.  It doesn't say bell-shaped curve, but it does say that the units that are performing

high or performing in an outstanding way should have a ratings distribution that reflects that, and the units that aren't should not.


That's tough.  It requires a fairly sophisticated and disciplined approach to the organization.  But I think DHS is up to it.


The other variation is to have some sort of ratings control with exceptions.  That is, if you start out with a set of guidelines, but you always leave the door open for both units and individuals to come forward and say, "We think we performed above what you suggest is the norm."  And if they make a business case for that

above-the-norm performance, then you don't have to worry about the ratings controls.  But at the end of the day, there is a finite amount of money here; however, you cut it, and you either divvy it up according to years of service, or you divvy it up in terms of performance.  And if you do the latter, and I think a fair number of us are advocating that, then that carries with it some need for additional controls and discipline.


DR. HYDE:  Michael?


CHIEF DORSEY:  I agree that there is a need for pay for performance.  And I think that there's more flexibility and sophistication to it than the bell-shaped curve.  And I do think that we can do that.  It's a difficult thing to do.  And I think it's a challenge for us to set those standards, figure out what's appropriate to measure, have the discipline to measure it.


I like the idea of awarding or rewarding teams as opposed to rewarding individuals.  Because I think it's easier, if you've got a team that's working on a project, or a team that has a responsibility, it's easier to see that that team has been successful or not.


And the key to it, really, is to understand and to work with the employees.  But people, yes, do understand who's successful and who's not; and who's performing and who's not.  So, if your reward system reflects what people understand and know anyway, it's going to be a lot more acceptable than if you oppose some arbitrary

system that isn't accepted and isn't recognized because it's not fair.


DR. HYDE:  Bob?


PROFESSOR TOBIAS:  I think the issue of motivating people by recognizing their performance and appropriately paying them.  Most of the discussion is around the top 10 percent or the bottom 10 percent, or the top 15 percent or the bottom 15 percent.  But truly, if you measure organizational performance, it's those people in the middle who if they increase their performance by 1 percent or 2 percent, that show the most dramatic increase in overall agency results.


So I think it's very, very important that whatever system is put in place does not demotivate those people, those 80 percent, or those 75 percent, whom you really depending on to grind out the agency's performance.  To show up every day, to contribute, and achieve organizational goals and objectives.


It is important to recognize high performance.  It is important to recognize those at

the bottom and to do something about them.  But to take money from those in the middle to pay those at the top, to ignore those in the middle by forced rankings, I think, will lead to decreased overall organizational results, rather than increased organizational results.


DR. HYDE:  Michael?


MR. RANDALL:  I'll try to relate to this one the best way I know how.  And that's to look at my job.  I'm an agriculture inspector.  When an agriculture inspector does his or her job, probably the main thing we do is take away people's property.  We take food away from them.  We take away their fruit, their plants, their previous items from their other country.  Is that customer going to be happy about it?  Never!


Our next job is educating.  If we can get the passenger, the person, the customer to stand there long enough, maybe they'll hear why we took it away, and why there was a need to, and what we were protecting, and what the ultimate goal was.  But a great majority of the people walk away angry

and say, "I don't want to hear about it."


So we have two things.  We can measure how many salamis you took away.  We can measure how many people left happy.  But these are the small picture, the micro-actions.  Who are the real customers?  The customers are the farmers.  The farmers that can sell their products in another country because they don't have pests in their field, the farmers who don't have to apply pesticides to some new pest in their crop.  And the American people, the people, all the foreigners that eat the food that we make too.


So those are our customers.  Okay.  So how would we want to measure it in agriculture?  Did we let a new bug in?  Okay, we let in a new bug.  Does that mean that everyone that does the job failed?  Probably not.  It means somebody in some port out maybe in the mid-west did something wrong.  But do we blame the people on the west coast for that?  No.  We can't even figure out where the pests came from.


We can measure things, and say, "Well,

Mike, did you finish your pesticide test?  Did you get your new training done?  How many bugs did you get this year?"  We can measure that.  But that's on the small scale.  That's not really the big job.  But when we're trying to measure the important things that an agency does through its people, I don't see competencies, or the accomplishments, as fitting into a way to measure.  It's not appropriate.


I mean if you want to, you could measure by bugs, that's performance.  We could talk about performance, but if we're going to talk about accomplishments of the group, it's really hard to apply that system to the kinds of jobs I see are prevalent in DHS.  That it may be appropriate where you're doing piece work, you're doing production, we see how many pieces you put in, and that's all that the company does is make a lot of things.  Make a lot of items.  But I don't see how it's necessarily appropriate in every field in DHS.


DR. HYDE:  Just very quickly, on the competency side, you're more comfortable with that.

You see more value in that?


MR. RANDALL:  Well, you have to gain experience.  It takes years to make a good agriculture inspector.  You see things the first day, you don't know what they mean.  There are process products that are regulated.  I mean, a wicker chair, if it's made out of the wrong thing, or if there's borers in that chair, is bad.  But you wouldn't think of a chair as being a bad things.  You'd think, oh, a salami.  Well, that's bad, it's meat.  A lettuce ball, okay lettuce, it's a living plant material, I could see that.


But these are things that take years to learn.  And there's no great list.  You have to be there, learn on the job.  It takes years to identify all of these things and to know all the regulations in those manuals.  It's not something that comes overnight.


DR. HYDE:  Janet?


UNDERSECRETARY HALE:  Can you translate for me, though, you've talked about it and I saw it when I was out at, again, Long Beach, looking at,

sort of the CPB person looking at sort of the imports that were coming in:  Is it time on the job for one, but is it also the skills that you've been trained for on the jobs, or the skills you've acquired, which is partially the competency issue, sort of, that you would be paid not just because you were there, but because you now know how to look at that bug, dirt, whatever it is.  I mean isn't there some combination of both--


MR. RANDALL:  You acquire the skills.  If you worked in Colexico [ph] your entire career you would not know how to clear a ship.  That's out in the middle, for people who do not know.  And you would never would never get to work at an airport, or very infrequently Colexico.  I suppose there's a small strip there.


Then there's the other one out in the field that people use in the middle of the night.


DR. HYDE:  Yes.


MR. RANDALL:  But you have to acquire all these experiences.  And there are duties and there are places to move around.  In any location.

There's cargo.  There's passengers.  There's maritime and there's airport.  And if all those opportunities are available and you can avail yourself of those opportunities, you probably should be compensated accordingly.


DR. HYDE:  John?


MR. GAGE:  Yes.  I'd like to comment on something I think Ron said about if you have a bad unit or you have a bad organizational component, you need the discipline to take care of that.


Now, the SES is not involved in this.  Right?  They're getting their money.  So, it's a big Department, and we say:  "All right, Mr. SES, you run border patrol and you didn't do your job as well as think.  So I think your down there with  these, whatever this percentage is you're talking about employees, 25 percent on the bottom."  You don't get your money and no one in your unit or in your outfit gets any money.


Is that the way we're talking about this cascading down?  And if it isn't, why not?


MR. SANDERS:  Good for the goose, good for

the gander.  It's accountability.


MR. GAGE:  What about the employees who bust their--in that unit or in that big division, who may be did a great job?  They don't get any money, either?  Right?  Because what's good for the goose is good for the gander.


MR. SANDERS:  No.  That's not what I'm saying at all.  All I'm suggesting is individual performance ratings should reflect the organization's performance.  There needs to be some consistency.  That doesn't mean sort of a blind mathematical formula.  Because even in poorly performing units, however, for whatever reason, may have outstanding people in them.  So the system needs to be agile enough to reflect that.


On the other hand, a system that says:  "Whether you're performing at a high level or a low level, everybody gets the same rating or everybody gets the same pay," is problematic.  And as far as applying this, you know, to executives and managers, my view is:  You betcha.


MR. GAGE:  I understand the way you lay

out the problem.  But your solutions here I think is a forced mathematical formula, that I don't think will work on a job site.  So you can that there's a problem, but that doesn't make this right.


MR. SANDERS:  Well, again, for what it's worth, the system needs to be precise enough and agile enough to be able to look at what is on the surface a poorly performing unit, look behind its numbers.  And it may conclude that, "No, under the conditions in which it operated this year, it performed magnificently."  All I'm saying is that you need to able to look at those linkages and exercise some judgment there, and reward folks in the organization accordingly.  That's all.


DR. HYDE:  Pete?  And then Commissioner Bonner.


MR. SMITH:  Just quickly before too much time passes, I want to underscore John's good point about the SES not being in this, they're getting theirs.  That's the point I was trying to make this morning.  I think you can multiply that by

something like 150,000 at DHS, if the programs when the decisions are made, aren't coordinated and designed together.  And there should be a rationale for consistency there.


UNDERSECRETARY BONNER:  I just wanted to respond a bit to Michael's comments, which were very specific, about the agriculture and the agricultural protection mission.


Of course, on those inspectors that have become part of Customs and Border Protection, the AQI inspectors, they now have a mission that goes beyond just the protection of American agriculture, per se.  They actually have the Homeland Security mission.  And that means a new mission, actually, to protect against agro-terrorism and bio-terrorism bringing in any kind of food or food product that could pose a terrorist threat to the United States.


And so when you talk about

competency-based skills, there are some skills sets that we need to apply that go beyond, let's say, what would have been traditionally part of the agriculture border inspection mission.  What do I

mean by that?  I mean first of all, using intelligence information, strategic information, to better risk manage against the potential terrorist threat, utilizing agricultural or food products to commit acts of terrorism, that we all legitimately are concerned about.


So there is some competencies and skills that we need to develop and see that are employed with respect to the Customs and Border Protection, AQI inspectors, or Customs and Border Protection Agricultural Specialist position.


There is the incredibly and still very important traditional mission of the agriculture quarantine inspectors, or the agriculture inspectors that are part of Customs and Border Protection.  And that is the traditional mission of protecting American agriculture against pest and diseases that could be damaging to agriculture and to the US economy.  As Michael knows, the development of exotic Newcastle Disease has probably cost the American poultry in excess of $1 billion.  So I mean these are very important

missions.


Even there, it seems to me that we should be talking about going to a system that measure competencies with respect to performing that traditional mission; and measures that could also be relevant to performance measures.


And I'll just give you one, for example, if you're talking about an international airport.  And that is that if in fact we have a particular flight that's coming in from a particular area, and it's a high-risk area in terms of potential pest and diseases for agriculture, one of the things that we would want to measure is:  Do the people coming in on international flights that pose a potential risk, and who themselves have indicated on their declarations that they've either been on a farm, which is a hoof-in-mouth disease issue, or they are bringing in food products, are they in fact being referred to the secondary inspection, so that those food products or citrus products, or whatever they might be, are--in fact, there is an examination--and that those products, where

appropriate, are removed and destroyed.


So there are some performance metrics here too, that I think we can think about.


And so all we're saying at the end of the day is that--certainly for our Homeland Security agency and all of the agriculture quarantine inspectors are part of CBP, or Customs and Border Protection have this mission--that there are some things that we can do better, I think, in terms of both competencies and making sure that those competencies are trained for and certified and validated, as well as performance measures.  There are some things that we can do that are actually better than what we did before.  And that's what I hope we end up with at the end of the day, here.


DR. HYDE:  Admiral Loy?


UNDERSECRETARY LOY:  Thanks.


I'd like to just sort of take a crack at some summary thoughts, here, at least for me for a second.  Pete's comment about core-common principles that are so fundamental to the alignment with a strategic plan, which is an interpretation

of the National Homeland Security strategy, that that thought pattern to me is enormously telling and enormously important.


And arrayed, as appropriate, beneath that umbrella of core-common principles, I can imagine in the Department a variety of opportunities to put from this menu of skills and knowledge--I'd even offer, given Michael's commentary about what really needs to be understood and rewarded as appropriate in his business--but it's sort of a skills/knowledge/competency, and I like to link testability up with the competency piece.  You know, the whole notion of there are certain elements like engineers and scientists and maybe even law enforcement folks, whose daily toil lend themselves to being tested for competency, and if you're not competent in that work, you jeopardize the mission at the other end of the day.


So I think there's a competency layer there.  So if there is a comment about competency, I'd almost link it in some fashion to testability.


But this menu then goes sort of

skills/knowledge/competency/performance/results, and longevity.  I'd translate longevity to experience in there somewhere.  But I don't want to lose the value of recognizing longevity and experience as a valuable commodity associated with the well-being of our workforce.


And then you take sort of that menu and stretch it across the time line of employment, which may begin with novice and journeyman and professional and manager at the other end of the day.  Each of our so-called occupational families has that spectrum in both directions that we have to grapple with, you know, to really optimize the performance of the Department against mission, at the other end of the day.


So both of those spectrums for me, this discussion has really helped me capture sort of in a box, the challenges of what needs sent forward in the way of optional elements for the Secretary and the Director to make sure are there.


And the idea of really being blurred between the GS system and a performance-based

system and a competency-based system, we're really not talking about things so isolated as to be mutually exclusive from one another.  I almost imagine, one of my favorite notions is:  Those who find themselves in violent agreement.  You know.  And at the other end of the day, rather than finding the distinctiveness that keep us apart, perhaps we can find those elements of value that sort of hold us together.  As long as together means mission accomplishment at the other end of the day.


DR. HYDE:  I'd like to move to the last section.  I want to make one observation first.  We had sort of two questions on the table when we were discussing competencies.


One was the question of what features do you like in Competency-Focused options to begin with?


And the second was something that Bob and I started out with, a different question.  But I was thinking we would get there.  And that is, to the extent to which you have one system.  And it's

pretty clear from most of the comments made that when it comes especially to the competency side, you see this as an and/or, as something that might apply in parts.  And therefore the flexibility has to be there for that.  But it's not something that would necessarily be across the board in one uniform system on that.


Which is unlike the discussion we had about most of the performance in Time-Focused components, where it really was, going back to Pete's comment about the concept of basics tied to the overall mission.  And it's just a little distinction.  But when I do this summary tomorrow, that's something I'll try to sort of separate out a little bit.


So, with that as an observation, Maurice, do you want to make a quick--


DR. McTIGUE:  I want to disagree with your summary--


DR. HYDE:  Aww--


[Laughter.]


DR. McTIGUE:  Because I believe that

competency is core to the new mission of this organization at all times.


If we just listen to the discussion that's gone on for the last few minutes, one of the competencies that hasn't really been mentioned, but I think is important in terms of the overarching mission of the Department of Homeland Security is that:  Even if you're working for agriculture, you have to focus on the fact that there are people with evil intent, who may surreptitiously try to bring in products, like foot-in-mouth disease, or like mad cow disease, or something like that, to do harm to America.


Those people investigative skills that go with the other skills that they have.  And that should be part of their core competencies, to do their job.  They should be recognized in developing those skills, and they should probably be tested in terms of their ability to be able to use them.


So, I disagree.  I think that competency is a requirement of this organization all of the way through.  Because its mission should reflect

that each part of it has the capability to succeed in being able to keep any of those things out.


DR. HYDE:  Point taken.  So much for a summary on general observations.  We'll move on.


We have left on the table two 9-11 options.  And this is really a very eclectic group, and so I'd like to sort of just get a sense from you.  And then we only have about a half an hour left to do this.  With among these remaining options and plug-and-plays, are there intriguing thoughts?  Are there interesting features in here that caught your eye, that you want to talk about and say, "This is something that needs to be taken a look at"?


So this is your chance to make a recommendation or to go on the record with regard to this mix, starting with rank and person and finishing off with these plug-and-play options.


Please, Maurice?


DR. McTIGUE:  Can I just really sort of post a question to either John or Colleen, or to both of them.  And that is:  The issue of

collective bargaining and the things that we've talked about afternoon, are they mutually exclusive, or can they work together?  Because I'd like some clarification from you people about that.  And I think that it can be both, but I'm not sure.


MS. KELLEY:  I believe not only can they, but they must work together.  I mean one of the things I was repeating after each grouping was that within the grouping I did not see, it was either silent on the issue of collective bargaining and the appeals process for employees.  Those were two pieces that I think can easily be and should be a piece of each of these.  As stand-alones or as groupings.


MR. GAGE:  I think that this begs for collective bargaining.  Whatever we come out of here with, there are going to be a lot of details.  And I think collective bargaining is clearly the best way to handle them.


When I hear that people are going to go and get employee participation, well that's what collective bargaining is.  And I don't think that

anything I heard today was exclusive of collective bargaining.


DR. HYDE:  Any other comments?


Let's go back--please, Bob.


PROFESSOR TOBIAS:  You know, this silence after that comment was deafening.  And I don't know whether that's because Kelley and Gage were so absurd, whether there was agreement, or--


MS. KELLEY:  There was agreement--


PROFESSOR TOBIAS:  There was agreement.


[Laughter.]


PROFESSOR TOBIAS:  Well, when's there's agreement, you test thumbs up, thumbs down, you know.  And I'm afraid to do that, Colleen.  But  you might be right.


I'm assuming that there was an agreement, but that there was silence instead of agreement.  So I would at least ask to spend a couple of minutes identifying both the pros and the cons of doing bargaining over a performance management system.  If the group is willing.


DR. HYDE:  It's a question, I mean I'm not

answering for the group.  I'm simply saying that with part of the silence you heard is also the realization that we are revisiting all of this, these issues, tomorrow, and the way in which we've divided the discussion with Labor Relations, you know, and Appeals and Adverse Actions, all tomorrow.


PROFESSOR TOBIAS:  But this is a special case.  This is a case, bargaining over performance management is in the one sense an expansion of what has traditionally been bargained, and in the other sense it's a reaffirmation of elements that have been bargained in the past.  So it's really different; it's a special case from the issue of the traditional labor relations matter of what's going to be bargained? Should the scope of bargaining be the same or expanded?


So if the group is willing, I mean I do think it's a special case.


DR. HYDE:  Please.


UNDERSECRETARY LOY:  I'm happy to make a comment with respect to our experience.  The law

offers, in my case as the administrator under ATSA, exclusive personnel authority with respect to the screeners in our organization.  And the Congress provided this authority as a means of offering maximum flexibility, to establish the terms and conditions of employment for federal security screeners to best meet the agency's national security mission.


That's what the law offers.  I exercise my authority in that regard.  And of course, there has been a good bit of public interest in terms of either that decision, the exercising of that authority, or where AFGE or anyone else would come down on it.


I don't know that this is the forum in which we're ever going to get, you know, John and I to hold hands in the middle of the floor.  But at the other end of the day, the reality is what the reality is.  It's been upheld by at least the regional level of the FLRA, and that continues to play itself out on appeal.


So, what Bob is offering here is that the

simplistic notion that was offered as a statement and silence followed by John and Colleen, should ought to be taken up tomorrow or should be taken up today in discussion.


But I continue to be of the mind that there are unknown national security implications to the business that this Department is responsible for, and certainly that I am responsible for, that the Judge is responsible for, where unexpected and very rapid changes to such things as personnel assignments, or schedules, or equipment, or conditions, or other working conditions simply don't lend themselves to the time dimension associated with bargaining.


And that's just where we are at the moment.  And I think what's important here is to roll onto the table not the potential for consensus agreement all the way around the table, but to recognize:  A, the authority registered by the Congress, and B, the stakes of what we do in this Department is of such magnitude that we have to take those judgments very, very carefully.


DR. HYDE:  Can we do Eduardo, and then Steve.


DIRECTOR AGUIRRE:  Well, Bob mentioned if the group is willing.  And as one of the members of the group, I would pose this is a question that at this late hour of the day is probably best left for the agenda of tomorrow, which I think really fits more the element.  And if others want to engage in this, that's fine.  But I would prefer to leave it for tomorrow.


DR. HYDE:  Point taken.  Steve?


MR. COHEN:  Yeah.  The hour of the day maybe one thing.  But beyond that, I kind of thought that option 34, which is one that speaks specifically to an expanded scope of bargaining would the forum for, if you will, or the mechanism for discussing this type of thing.  And that would be in terms of tomorrow's agenda.  I guess that's why I didn't react to it.  I just thought it might fit in better with tomorrow.


DR. HYDE:  Yes.  Ron?


MR. SANDERS:  It is late in the day, and I

don't want to provoke an extended discussion.  Because I do think it is probably best appropriate for tomorrow.


And we talked earlier about employee input.  That's one thing.  At the end of the day, though there are elements of a performance management system, including the expectations we have of employees at work, that ultimately go to the agency's right to assign that work.  And input is one thing.  But Bob, I'm not sure what the word, "collaborate" means.  I do know what the word "bargain" means.  So I'll stick with the latter.


I don't think you can bargain over something that fundamental.  There are pieces and parts that at negotiable today.  We can talk tomorrow whether they should be negotiable tomorrow.  But at the fundamental level, what we assign to employees, what we expect of them, the standards by which they're expected to perform, I just don't think that's in the cards.


DR. HYDE:  Other comments?  Can we go in the remaining time that we have without getting

into the collective bargaining option, and talk about the rank and person, or any of the other features of these that you've found of interest?


Please, pete?


MR. SMITH:  I'd like to comment on the rank and person, and just that this is used very effectively in some situations, and I would think this would be, from my perspective, one of the things that should be in the pallet from which the Department can choose, as it defines it final HR system.  I wouldn't rule it out at all.


DR. HYDE:  Okay.  Any other comments on rank and person, since that is very--Marta, please?


MS. PEREZ:  Yes.  I also thought it had some merits.  And I think it combined with other features in the performance based, and so forth.  It might be attractive as well.  So I wouldn't take it out of the mix.


DR. HYDE:  Uh-huh.  Please, Colleen.


MS. KELLEY:  Well, if we have to talk about option 17--


DR. HYDE:  Yes, you have to talk about

option 17, Colleen--


MS. KELLEY:  I would just like to add to the--areas.  There would be a need, in my opinion, for a union involvement around issues like the market surveys and the pay ranges.  Those kinds of things.


There would need to be employee appeal rights provided under this option, which are not mentioned.


And if you look at the formula that's involved around the 1.75 percent, the option does not specify what happens if the budget is not sufficient to support these increases.  So I don't know then if it's back into a forced distribution, or if it's really not a 1.75 in the example.  But I think there are issues that need to be looked at much more closely in order for it to be an option that could be seriously considered and for the good of the Department as well as of employees.


DR. HYDE:  Okay.  Let's do Ralph and then Doris.  Ralph?


DIRECTOR BASHAM:  I'd just like to weigh

in briefly that actually the rank and person does provide law enforcement with a great deal of flexibility with respect to a mobile workforce.  So, I'd just like to weigh in to support that as a possible option.


DR. HYDE:  Okay.  Doris?


MS. HAUSSER:  I don't claim to be an expert on this.  But in my experience of discussions of what's attractive about rank and person, when people invoke it, my understanding of what they value is that I would contrast it to person-based rather than position-based pay.


And my understanding of other applications of the rank and person notion carry with, and particularly in the military, and in the foreign service, that the upper out element is a very important part of a rank and person system, in all its glory.  Particularly in terms of managing the workforce and managing particularly budget.


So when it comes to the notion of

person-based pay, I think there is a lot about the kind of work being performance at the Department of

Homeland Security.  Particularly the research scientists are mentioned specifically, that it really resonates to.  And I think there's a lot of promise there.  It's a real close cousin of competency-based approaches, as far as I'm concerned.


But I think some versions of rank and person I really think need to include the upper out element to it.


DR. HYDE:  Okay.


DIRECTOR BASHAM:  I'm last.  I do recognize, though, that with this particular option that there is a cost issue that has to be factored in there as we'll.


DR. HYDE:  Uh-huh.  Leaving aside the rank and person, any of the other final components in terms of the plug-and-play or the other options.  Stand-alone classification, performance management.  Anything else that is a feature that you want to add?


And also at this point, even though we're coming to the close of this, any thoughts on

hybrids or other things that have been missing in the discussion this afternoon, that you want to add to the discussion?  And we've got about 15 minutes left, and I just want to make sure that if you've got, in the span of what we've been talking about all afternoon, with all these different dimensions, if there is something that is not there that you want to add in, or a variation on hybrid, let us know.


Janet?


UNDERSECRETARY HALE:  One of the things I've heard clearly I think today and throughout the last six months is that this system has to be developed with employee input.  And what was I supposed to say?  I forgot.


MS. KELLEY:  And their union--


UNDERSECRETARY HALE:  Yeah, and their unions.


DR. HYDE:  And their unions.


UNDERSECRETARY HALE:  And what I've also heard today I think numerous times is the fact that some of this could be expensive.  And given the

fact that the CFO does report again up to the Department and other parts of this, one of the things that will be managing to budget, whether it is an option or not, but one of the things that we will have to be very cautious about when we're done is to be sure that we have got a funded system that represents our employees as well as our management needs.


And I'm not quite sure how to discuss that, at this plug-and-play, or manage to budget aspects, but I don't think we can leave this discussion without realizing the realities of the budget situation when we have, one, a budget that is proposed, and then a budget that is disposed of, and then how we implement it in various and sundry situations.


So I just want to be sure that we recognize that there is a clear intent by the Department to be sure that whatever system is selected has one that has the dollars associated with it.  Saying that, I also recognize that there are extreme pressures from a lot of different

places to sort of put those dollars on the table.


So that is not a preference for any system or any distribution matter, but a recognition of the reality that we all face in this town, as we deal in a private sector environment.


DR. HYDE:  Good.  Colleen?  And then we'll go to Ron.


MS. KELLEY:  If I could just, on that issue of managing to budget:  If something like were to be adopted, either as a stand-alone or as part of something, another hybrid, one of the issues is around the transparency issue.  If all the decisions are being made by some, you know, by some budget-driven decision that is not known to employees, that you know, kind of goes against one of the principles that's very key for employees.


DR. HYDE:  Okay.  Ron?


MR. SANDERS:  At the risk of giving everyone a headache this late in the day, to Janet's point, we ought to at least put on the table and keep there for discussion something that Don Winstead alluded to earlier today.  And I'm not

sure we put a spotlight on it.  And that is a distinction between rates and ranges, literally to decouple what the pay system may end up saying about an occupation salary range from the amount of money that may be budgeted for overall payroll in DHS.


That's one of the things that I think has led to some problems with the Federal Employee Pay Comparability Act.  We've treated the two as synonymous.


You know, the market may say that ranges ought to go up by 10 percent.  There's no way we're going to afford 10 percent.  The reason we get into that debate is because we assume that when we say the range goes up by 10 percent, everybody's going to get that 10 percent.  And as a result, sometimes those ranges are arbitrarily depressed in order to afford them.


And we need to talk about whether we start decoupling what the system says about the market range for salaries, which may vary, again according to locale.  It certainly may vary according to

occupation.  And how much DHS has in its payroll budget.


I think that decoupling is going to be important when we move towards a system that allows much more salary and pay flexibility.


PROFESSOR TOBIAS:  Could you do that?  I mean it's late in the day and I think I understand that.  But could you help me out here?  In what you really mean?  I mean I really didn't understand what you were saying.


MR. SANDERS:  Let's say you've got a salary range for engineers.  And you do a market survey and--


PROFESSOR TOBIAS:  The salary range is $5,000 to $10,000.


MR. SANDERS:  Right.  And your market survey says that the market is paying 10 percent more than you are.  So you would like to adjust that range to allow in an individual case to be able to pay up to that limit.  If you limit yourself to a range that you can afford, and you may only be able to afford let's say a 4.1 percent

across-the-board pay increase, if you can't take that 4.1 percent and begin dysaggregating it by occupation, then you end up, again, giving some occupations a 4.1 percent increase where the market doesn't suggest it's warranted, and you end up giving some occupations a 4.1 percent where the market says it should be three times that.


PROFESSOR TOBIAS:  So, then, if I understand you correctly, you're saying when Congress would, or when the existing ECI is implemented, ECI plus locality pay, or whatever Congress says, that DHS ought have the ability to assign that 4.1 percent, 2 percent to some based on market, and 6 percent to others based on market.  Is that correct?


MR. SANDERS:  Right.


PROFESSOR TOBIAS:  Thank you.


DR. HYDE:  Doris?


MS. HAUSSER:  If I may just add a quota to that.  I almost hate to raise this, speaking of headaches at the end of the day, but there's been a lot of emphasis on civilian-military parody.


And one of the ironies for us in that discussion is that, I fact, what the Department of Defense achieve for its military pay increase, which is summarized as a 4.1 percent pay increase, is that the pay rates that Congress is enacting that summarize as 4.1 percent actually are delivered as highly differentiated adjustments to pay, based on their analysis of their strategic needs at different levels for the different rates and the different EO, and whatever ranks.  Thank you, Admiral.


[Laughter.]


MS. HAUSSER:  And we find it ironic, if not painful, that DOD has ways of being more strategic, that given the nature of the mechanisms that are available under the General Schedule, we simply can't get at.  There.


DR. HYDE:  Any more comments on this decoupling and the question with--please, Admiral Loy.


UNDERSECRETARY LOY:  Janet, I don't have any idea whether you can either react to this.  But

given that this august group is trying to grapple first of all with understanding and then projecting our best judgment forward to the boss and to the bosses on this issue, do you have an indication or a feel either from the Congress or from the administration that this is so important to our future that there is willingness to press forward the budgetary end of it to recognize probably, as many folks have sat around the table, that almost whatever the package is that we eventually settle on, there is probably an up-front, if not recurring dollar value to it, higher than what "would be the norm" just simply so as to recognize why we're here to begin with.


Has there been any at your level amongst CFOs, or in your work with the committees or anything?  Any insight into that?


UNDERSECRETARY HALE:  For the record, I will say that it is always difficult to presuppose a Secretary and President's budget.  Now that I've said, that, did I do the right sort of party line?


MR.          :  You're on the reservation.


UNDERSECRETARY HALE:  I'm on the reservation.  And I think that's an important reservation to be on.  Because one, we have not yet seen the system to be developed.


This is one of the first very major initiatives that this Cabinet Department within this administration has decided to take on.  We took 60 employees with collaboration, cooperation, whether it was perfect in the first six months of our Department.  But we certainly said that it was worth the resource time of our human capital folks to put into it.


The question about how much dollars we will put into it partially depends on the system, I think.


Clearly, if we can well justify the fact that there is a need for a different type or some increased dollars, I know that we will be willing to take that forward.


I've had no conversations with the Congress, at all.  But I do know that it is terribly important, because you can't change the

system without sort of understanding that there are some investments that need to be made.


What?  How much?  We've talked about training and we've talked about a lot of things in this--but it is my humble estimation that at least it is recognized inside of this Department, and I think even inside the administration that--but again, it can't be without strong and clear justification, and for reasons for change and reasons for increases.


DR. HYDE:  John?


MR. GAGE:  How would you do that, Janet?  Would that be sort of like, I mean you couldn't do it on a one-year appropriation.  Would that be like the Capital Improvement Fund, or whatever they call they where they do buildings?  How would you do that?  How would you make sure the system would go from one year to another?


UNDERSECRETARY HALE:  Well, I have not heard them talk about funding annual cost as a capital fund, or in a fund.  I know that the administration and probably OPM can talk much more

than I can about the different approaches that have been tried over the last couple of years, with different ways to try.  Does it go into the Agency budget?  Does it go into a fund that sort of is very visible and can be seen?  To sort of say, "Here is our investment that we want to put towards the human capital system."


Both of those approaches have been tried.  It, again, may be that the administration proposes, but then as Congress--and they are clearly supportive or they wouldn't have put this part in the statute--but it always comes down to where do you put the last marginal dollar.


So one of the things that will be important for this Department, I think, is to sort of say:  "As we should, we choose to put a marginal dollar in."  It is very easy to sort of say, "I need another," and whatever example I use I will get in trouble from somebody, but, "Do we need another border patrol agent?  Do we need another piece of equipment?  Do we need dollars because we anticipate another Hurricane Isabel?"  One of the

things that will be important for us is once the system is designed is to go up and sort of say, "It will not succeed if we do not have it adequately funded.


DR. HYDE:  Please, Maurice?


DR. McTIGUE:  Can I just make a comment on those last comments that you've made, Janet?


In principle, I think it's absolutely essential that the government generally right across the board starts to recognize that it must fully fund FTEs.  And FTE is the cost of the employment of the person, the package to do all of the training and investment in their skills and talents, plus whatever might be paid by way of bonuses, et cetera.


Get away from the old idea of thinking that you can cut it back to wages and salaries, and ignore the rest.  That's why none of the training's gone on in the last 15 years that should have gone on.


UNDERSECRETARY HALE:  Again, we in the last numerous years, have spent a lot of time

talking.  And I know that as we have talked about the creation of this Department, several of us have said in the beginning:  If we do not invest in our human capital, none of this is going to be successful.  So I think we have a recognition of that.  How that plays out is, again, part of all of us working on it together.


DR. HYDE:  Any more comments?  Questions?


Then we are going to close here.  Let me tell you what we're going to do tomorrow.  We have about, in terms of our agenda tomorrow, let's just cover the time frames, so you know how it's going to play.  We will at 8:30 start, and we will begin a very spirited and comprehensive discussion of option 17, and all the rest of the labor relations.  Robert.  Having tabled it, because it was too late in the day to get serious about it, from today's discussion.


Our lunch is going to be at 1:00 tomorrow. That's still correct.  Right?  Right.  Which means that we have a fairly fluid schedule in the sense that we'll go through and do the labor-employee

relations discussion.  And when we've reached point, some time between then and 1:00, we may start the adverse actions and appeals component early.  It just depends on where you want to go, and how the discussion plays out.


We've taken into consideration your comments about the briefing.  We will have a short briefing in the morning on the labor-employee relations component part, and then do the adverse actions appeals briefing.


After that we do have the public comment period between 4:00 and 5:00.  That's the only thing that we have time-certain.


And I will also start tomorrow morning with a, having learned how dangerous it is, to summarize this group's thoughts.  I will come up with what I call "a summary of sorts."


[Laughter.]


DR. HYDE:  Well just start the morning off and we'll go from there.


Pardon?


MR.          :  Alleged.


DR. HYDE:  Alleged summary.  Works fine for me.  And Eduardo.


Let's call this adjourned, and we'll see you all tomorrow morning at 8:30.


[Whereupon, at 4:54 p.m., the meeting

adjourned.]
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