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ER 87-3439x
EXECUTIVE OFFICE OF THE PRESIDENT '

WASHINGTON, D.C. 20503 ’ : “

007 51987

Honorable Robert M, Gates

Deputy Director of Central Intelligence
Central Intelligence Agency

Washington, D. C. 20505

Dear Bob:

This letter provides OMB comments on CIA's preliminary report
on a new proposed Pgy and personnel management system. I want to
thank you and your staff for providing OMB with the opportunity
to comment on the preliminary report. Your staff has produced a
thoughtful report. Needless to say, most of the proposals could
have far-reaching implications and I look forward to working with
you as you develop final proposals to ensure that the proposals
are consistent with the President's policies on pay and
personnel. Your final proposals will require careful OMB and
Administration consideration before being transmitted to the
Congress for approval.

We have identified two critical deficiencies in the report
that need to be corrected before recommendations can be
formulated. First, the report should provide evidence of ongoing
recruiting and retention problems to help justify the proposed
new system, and it should explain how proposed changes will solve
any recruiting and retention problems.

Second, the report should develop a systematic calculation of
the cost of each proposed change to measure the potential impact
on payroll costs., At this time, the Administration's personnel
policy is to support only those personnel management changes that
cost no more than the current General Schedule (GS) system.
Naturally, proposed changes that are budget-neutral in the short-
and lTong-term have the best chance to gain support in the
Administration. To this end, you may want to consider a pay
banding system linked to the GS system similar to OPM's proposal
for a government-wide pay banding system which was sent to
Congress on January 20, 1987. OPM's proposal is budget-neutral.

In addition, there are specific features of the proposed
system which are currently inconsistent with the Administration's
policies. Since Administration approval is highly uncertain, you
may wish to reconsider them. They are:

° CIA tuition assistance or CIA-guaranteed and subsidized
student loans;

OFFICE OF MANAGEMENT AND BUDGET PR
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° Reduction of employee taxable income through contri-
butions to flexible spending accounts;

Early retirement for managers and experts;
Unreduced annuities for involuntary retirement:
° Retention bonuses; and

Leave conversion, i.e., home leave use, SIS and non-SIS
annual leave conversion to cash, and the conversion of
forfeited annual leave to sick leave,

Other proposals,) which represent changes from current
practice or policy, will have to be carefully considered to
ensure equity with other similar personnel systems. These
include replacing position ceiling control with funding control;
delegating position classification control to managers; and
increasing the SIS bonus pool. Some proposals, such as data
processing support, don't appear to be in conflict with policy
but will have to be evaluated from a budgetary standpoint.

Thank you again for the opportunity to comment on this
preliminary report. I look forward to working with you as you
develop your final recommendations. Let me know if I or my staff
can offer additional guidance.

Sincerely,

LT/Wayne
Associate
for National Security

and International Affairs
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Central Intefligence Agency UL 1% REGJ

14 JyL 1987

Washinglon. D, C. 20505

Mr. L. Wayne Arny, IIT

Associate Director for National Security
and International Affairs

Office of Management and Budget

Dear Mr. Arny:

For several months, a Task Force of senior officers has been conducting an
evaluation of the CIA's personnel and compensation system. The focus of this
examination has been on the current pay, position classification, career
development, and benefits systems that have evolved over the years, with a
view toward developing an improved and integrated system that would enable CIA
to continue to attract and retain a high-caliber career work force. The Task
Force has completed its initial review and has submitted its recommendations
in a preliminary report. A copy of that report is enclosed.

The Task Force report describes the design of a proposed new system. The
report has been distributed Agency-wide (more than 10,000 copies) to obtain
the initial comments of employees and managers. We anticipate that the
internal discussion of the report will be completed by early September.
Drawing upon the specific comments and recommendations that come from this
review, the Task Force then will develop a final proposal and submit it to the
CIA's Executive Committee sometime in December.

The proposed new system contains several elements that are new and
different from those currently in place. The most notable of these are:

Occupationally defined pay bands.
A non-GS pay structure that is based on Agency-conducted
market pricing.

o An employee recognition system that better relates pay to
performance.

o More opportunities for our people to advance their
careers as experts.

o A modified performance appraisal system.

o A modified flexible benefits program.
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Mr. L. Wayne Arny, III

A copy of this report also is being provided to the Office of Personnel
Management. If you have comments, please don't hesitate to raise them with
the Task Force C'nairman‘ ‘ STAT

Respectfully yours,

STAT

William F. Donnelly
Deputy Director
for
Administration

Enclosure
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Septesber 21, 1987
NA = Nonapplicable

Consistent With

ATTACHHENT A: PROPOSED SYSTEM SUMMARY

Potential Costs Above

OMB Approval

Congressional Coasittee

Page !

Change in Existing
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Category/Features/Elesents Adeinistration Policy Current Payroll Required Approval Required Law Required
PAY AND CLASSIFICATION STRUCTURE
1. Occupationally Defined Pay Bands
- Pay bands not tied to General Schedule (65) No. OPM proposal sent to Congress Yes Yes Yes CIA position is no. CIA currently
on Jan, 20, 1987 requesting follows Title 5 personnel laws
authority to isplesent pay banding though it has some separate
governsent-wide. Pay bands would personnel authorities. Since the
be tied to the 65 and the proposal proposed change is far reaching,
is budget neutral. Congress is and CIA wants & cosplete break
not expected to enact the proposal from Title 5 we think legislation
this year. is needed to clarify CIA personnel
authorities it the Adeinistration
wants to pursue this proposal.
= CIA aarket-pricing of occupations No. Labor currently does sarket- Yes Yes Yes Above cosment applies.
pricing for 6S.
- Funding control replacing position ceiling control No Yes Yes Yes Above coasent applies.
- Delegation of classification control to sanagers Ko No Yes Yes No
2. Incentive Pay
= Up to 50 percent of esployees to get incentive Unclear Yes Yes Yes No
pay larger than current in-step increases
- All esployees at acceptable level of perforaance tinclear Yes Yes Yes No
to receive at least equivalent of current in-steps
- SIS bonus sinisuas and maxisums would be retained No Yes Yes Yes No
(3 to 20 percent), but the bonus pool would be -
increased from 3 percent of SIS payroll to 4 or
3 percent so more SIS could get an award
PERFORNANCE EVALUATION SYSTEN
3. Automated Perforsance Plan NA Yes Yes Yes Ko
4, Perforsance Evaluation Tied to Responsibilities NA No No No Nd
CAREER DEVELOPMENT SYSTEM
5. Occupational Career Handbooks NA No No No No
6. Ind’vidual Career Developsent Plan NA No No No No
7. Occupation-Specific Training NA No No No No
8. laproved Availability of Training NA No No No No
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Septesber 21, 1987
NA = Nonapplicable

ATTACHMENT A: PROPOSED SYSTEM SUNMARY (CONTINUED) Page 2

Consistent With Fotential Costs Above OMB Approval Congressional Comsittee Change in Existing

Categary/Features/Elesents Administration Policy Current Payroll Required Approval Required Law Required
CAREER DEVELOPMENT SYSTEM (CONTINUED)
9. Dual Track (Managesent and Expert)
- Expanded expert track opportunities NA No No No No
~ Additional annual leave carryover for non-SIS No Yes Yes Yes Yes
sanagers and experts (20 hours annually up to 120
hours saxisus)
- Higher bonus awards for dual track esployees No Yes Yes Yes Yes
10. Promotion (Prosotions worth at least a 10 percent Yes No, unless sore frequent No No No
increase in pay) prosotions raise average salary.
PROPOSED BENEFITS PROGRAM
11. Flexible Benefits Progras
- Esployee annually designates how such salary to set No Could reduce CIA costs, but will Yes Yes Yes
aside in a flexible spending account (FSA) to pay shift cost of benefits to
for benefits (life, health); esployee set aside Treasury through tax loss.
is not taxable
12, Leave Conversion
- Cash to eaployee for annual leave over set lisits No Unclear. Paying for SIS leave at Yes Yes Yes
for SIS and non-SI§ lower rates earlier in esployaent
should cost less than paying at
retiresent. Savings may be offset
by paying for non-SIS annual leave.
= Optional conversion of annual leave to sick leave - No Unclear. Annual leave converted to Yes Yes Yes
sick leave could not be used for
retiresent credit, but would
allow employee to save earned sick
leave for retiresent credit,
- Donation of annual leave that would otherwise be Yes. OPM in favor of experisental Unknown Yes Yes Yes
forfeited to a sick leave bank authority to allow sick leave
bank for all governaent esployees. 3
- Home leave use (to allow overseas esployees to No. Eaployees cannot save home Unclear Yes Yes Yes

use hose leave in the year prior to retiresent to
sake transition arrangesents)

Declassified in Part -

leave to take off last year of
esployaent with pay,
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Septesber 2, 1987 ATTACHNENT A: PROPOSED SYSTEM SUMMARY (CONTINUED) Page 3
NA = Nonapplicable
Consistent With Potential Costs Above 0OMB Approval Congressional Coasittee Change in Existing
Category/Features/Eleaents Adeinistration Policy Current Payroll Required Approval Required Law Required
PROPOSED BENEFITS PROGRAM (CONTINUED)
13, Educational Assistance for Dependents
- ClA-funded tuition assistance of up to $30,000 No Yes Yes Yes Yes
per eligible dependent in return for six years
ClA service
- Annual leave secured loans to allow eaployees to No No Yes Yes Yes
borrow the cash value of their annual leave balances
= Thrift savings plan loans under FERS Yes. Education is one of several No No No No

expenses eaployees participating
in the thrift plan can borrow
soney from their thift plan for.
Thrift Board still writing
terss for such loans.

~CIA subsidized and quaranteed student loans ( CIA, No Yes Yes Yes Yes
for exasple, would subsidize an Il percent loan
by 3 percent reducing the effective rate to the
student to 8 percent; in addition CIA would
guarantee the loan)

14, Statfing Managesent Tools

- Early retiresent for SIS managers ( CIA would No. Only CIA and Foreign Service Yes Yes Yes Yes
give SIS-level sanagers the option of retiresent officers overseas, law enforcesent
at age S0 with 20 years service to provide officers, firefighters, and air

continuing *throughput" and avoid stagnation at traffic controllers have early
upper levels) . retiresent plans due to stress of
jobs and need for young workforce.

-
- Early retiresent for experts ( CIA would give Above cossent applies. Yes Yes Yes Yes
early retiresent at age 50 with 20 years service
to experts to retain thes at CIA longer and deter
thes fros going to the private sector)
- Retention bonuses to employees to retain thes No. Civilians are not given Yes Yes Yes Yes
at CIA (sodeled after silitary bonus systea for retention bonuses.
reenlistsent purposes)
=~ An unreduced annuity would be provided to esployees No. Esployees who are Yes Yes Yes Yes
who take an involuntary retiresent as a result of & involuntarily retired as a result
reduction in force (RIF) or reorganization of a RIF receive a reduced

annuity for every year under the
voluntary retiresent age.

PROPOSED DATA PROCESSING SUPPORT

15. Systes Controls (a new ADP systes for personnel) NA Yes Yes Yes Xo |
16. Projection Tools tne 15,0\ - Coified in Part - Sanitized Copy Approved for Release 2011/12/20 : CIA-RDP89G00643R000700040008-8 ko
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FOR OFFICIAL USE ONLY
E t Human Resource Modernization and
¥ Compensation Task Force
EXECUTIVE SUMMARY

In July 1986, then DCI William J. Casey presented to the Senate Select
Committee on Intelligence (SSCI) CIA’s strategy for addressing major
personnel issues during the next decade. This strategy included replacing the
General Schedule (GS) system, rethinking incentives, redesigning the career
development structure to allow for expert and management tracks, and
revitalizing our training and personnel planning program. With these person-
nel system improvements, he suggested that the Agency would be better able
to attract and retain the high-caliber career force needed to meet increasingly
difficult and diverse challenges in the years to come.

As a result of the DCI’s initiative, the Human Resource Modernization and
Compensation Task Force (HRMCTF) was chartered in November 1986 to
develop the design of an improved personnel and compensation system
without adding more than 2 to 3 percent to the Agency’s personal services
budget. In so doing, the Task Force studied some of the most creative and in-
novative approaches being used and tested in private industry and in other
parts of the Federal Government. The purpose of this report is to present a
preliminary draft design to the Directorates for their review and comments.
Some features of the preliminary design would directly affect levels of
compensation. Others focus on additional forms of recognition and incen-
tives to ensure that the CIA remains an attractive place to work. Still others
are aimed at reducing bureaucratic hurdles so that managers will have more
flexibility in organizing their personnel resources to adapt to changing
requirements. Some of these proposals are entirely new to the traditional
Agency culture in the pay and benefits area. Other proposals will be familiar,
representing only a refinement of what is best about the current system. What
is presented here is a fully integrated system, but its many individual features
leave much room for discussion of other options that may be incorporated in
the final design. Many of the features, particularly those relating to banding
and incentive pay, can be implemented within existing DCI authority. Other
features, particularly those in the benefits area, would require additional
authority. All of the changes would require Congressional and Office of
Management and Budget concurrence.

Feedback is a key ingredient in the process of developing an improved
personnel and compensation system. As stated from the beginning of the
project, it is essential that any new Agency system be developed by and have
the broad support of employees. To accomplish this, the Task Force has
arranged for copies of the full report to be available at the Office and DO
Division level throughout the Agency. Directorates are requested to submit
their responses to the Task Force by 1 September 1987. In addition,
individual comments and suggestions may be addressed to the Chairman or
members of the Task Force. A revised report that incorporates views of
individuals and Agency components will be offered for your review once
again before submission to Agency management for approval in December
1987. Implementation of any changes would be phased in over a two-year
period.

i
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Proposed Pay and Classification Structure

A key feature of the proposed system is a pay and classification structure
that better relates compensation to performance, is more competitive with
the private sector, and plays a greater role in attracting and retaining high-cal-
iber people: -

e Occupationally Defined Bands. The GS system has long shown signs of
strain—witness the numerous “*special pay scales” awkwardly superimposed
in order to pay higher rates to certain hard-to-hire occupations. To
facilitate market pricing, the Task Force proposes the Agency develop
occupationally defined pay bands, linked to various levels of expertise—
for example, entry level, journeyman, expert, and manager. Representa-
tives of 28 occupations that account for 75 percent of the Agency’s work
force already have met as occupational panels and have shown the
feasibility of spch a system, including an initial cut at the standards that
would be used to determine pay and promotion (movement from band to
band).

o Market Pricing. Under the current GS system, occupational market
surveys are conducted to assess Federal pay vis-a-vis the private sector.
These surveys result in governmentwide, across-the-board changes in the
GS pay schedule, without regard to how a given occupation stacks up
against the private sector or how important it is to an organization. This
averaging process often results in pay levels for specific occupations that
are lower than the market commands. The Task Force proposes that the
Agency maintain up-to-date, occupation-specific pay rates by conducting
its own periodic market salary surveys of that portion of the private
sector that is on a par with CIA and competes for the same types of
people. Those Agency occupations with no private-sector counterpart
would be adjusted on the basis of an internal Agency comparison with
occupations that can be market priced.

Funding Control. Senior managers in government are saddled with
funding, position ceiling, and promotion headroom constraints that
extend well beyond understandable requirements for accountability.
They often find themselves unable to make personnel adjustments, even
when change will not require additional funds. The Task Force proposes
that position classification authority be delegated to operating officials,
permitting them to reclassify jobs within defined occupational pay levels
and adjust numbers of personnel in their components, s0 long as they stay
within predefined funding limits.

Incentive Pay. Under the GS system, employees and managers tend to
view promotion as the primary means to reward performance. Periodic
step increases are associated largely with longevity, and quality step
increases and other cash awards are rare—even for superior performers.
The Task Force proposes separating the rewards for above-average
performance at the current level from the kinds of rewards offered for
substantially increased responsibility. The proposed system of broad
occupational bands would introduce a pay-for-performance or incentive
pay system that would permit varying combinations of salary increases
and bonuses to reward varying levels of performance. Under the pro-
posed system, all employees performing acceptably would receive an
incentive award comparable with the current step increases, but higher
performing employees—up to 50 percent of the Agency population—
could receive a combination of salary adjustments and bonuses greater

ii
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than this. Promotions (movement from one band to another) would be
reserved for those who have clearly demonstrated the capability to take
on the significantly greater responsibilities of a more senior level.

Performance Evaluation and Career Development Systems

An essential ingredient in any pay-for-performance system is an active
performance evaluation and career development system. The Task Force
proposes the following basic elements, allowing necessary Directorate
flexibility:

e Performance Plan. Occupational panels would generate key job responsi-
bilities and performance expectations for each level of the band. These
would be computerized and available to managers as a guide when they
sit down to customize performance plans for individual employees. The
aim here is to ensure that employees know what is expected of them and
to free supervisors from much of the performance plan writing so they
can concentrale on talking with their employees.

 Performance Evaluation. A streamlined PAR system would facilitate
evaluation of recent performance to determine incentive pay and readi-
ness for promotion.

o Career Development. This segment of the preliminary design proposes a
dual track system to permit advancement as either a manager or a
substantive expert. The design also provides for occupational career
handbooks that would spell out the responsibilities for each level in an
occupation and identify the assignments, experiences, skills, and training
that best prepare an employee for entry into and promotion within the
occupation. These handbooks would be used by employees, career service
panels, and managers.

« Training. Employees will have more training available to them. This
training will focus on the specific skills needed by each occupational
grouping to sharpen existing job skills and enhance the skills needed for
career development. In addition, more efficient and creative ways will be
used to get the training to employees at their job site.

Benefits

No Federal agency can hope to match the best of the private sector in total
pay and benefits, but the Agency can improve its posture by taking a more
modern approach. The Task Force offers the following examples:

o Flexible Benefits Program. This system would give employees greater
latitude to direct government money into the particular benefits the employ-
ees need and to use their own pretax dollars to buy enhanced levels of
qualified benefits. This flexibility is increasingly important as the demo-
graphics of the work force change to include more dual career marriages
as well as single workers with and without children.

* Annual Leave. Every year Agency employees forfeit more leave than
employees of any other Federal agency. The Task Force believes that the
work ethic that often results in large losses of annual leave benefits should
be rewarded and has proposed a variety of improvements intended to
reduce the amount of leave lost. Recommendations include: a proposal to
increase annual leave carryover for midlevel managers and experts who
currently account for most of the lost leave; a provision to allow annual
leave to be cashed in or used as collateral for dependent educational

iii
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tuition loans; and a proposal to establish an Agency sick leave bank from
' annual leave that would have been forfeited to provide additional sick
leave for employees faced with catastrophic illnesses.

« Other Benefits. The Task Force proposes various incentives to help the
Agency maintain and adjust the characteristics of the work force, for
example, to ensure that the best midlevel employees can continue to see
opportunities for advancement. Among these proposals are retention
bonuses and early retirement options.

Additional details on these proposed features are in the System Summary
section. Those desiring even more information on the new system should
consult the System Design section. Each provides a greater level of specificity
geared to meet the needs of various readers for information about the new
system.

v
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PROPOSED SYSTEM SUMMARY

CIA faces increasingly difficult and diverse chal-
lenges in the years to come. Ensuring that we will
be able to attract and retain the caliber of person-
nel we need to meet the challenges of the future is
a key objective of our strategy. Competition with
the private sector for certain key occupations is a
significant problem today, and the demographics
of the country as the baby bust generation reaches
the marketplace ensure us that this problem will
spread to other occupations and that competition
will intensify. In view of the security constraints
associated with our mission and the complexity of
our challenges, we must have a personnel and
compensation system that allows us to compete
effectively for the employees we need.

The proposed design touches on virtually every
aspect of the personnel and compensation system.
Obviously, the design includes features that will
improve compensation. In some of the most mar-
ketable occupations, however, CIA can never
match the private sector; and, in fact, employees
driven primarily by money do not work for CIA.
The target employee of this design is the employee
who thrives on the unique challenges only CIA can
offer. The proposed system is designed to provide
recognition and incentives to this type of employ-
ee, to reinforce a sense of accomplishment, and to
make CIA a more attractive place to work.

The proposed system is also designed to give
managers the tools to compete for the talent they
need and give them the flexibility to restructure the
work force to meet changing mission requirements.

Table 1 is a summary of the proposed improve-
ments to the current personnel and compensation
system, which illustrates the features that will
enhance CIA’s ability to continue to attract and
retain high-caliber employees. It describes the pro-
posed new system from three vantage points—that
of the employee, the line manager, and the senior
manager.

The pay and classification features would affect
only General Schedule (GS), secretarial, and
commo-banded employees. Changes recommend-
ed in the performance evaluation, career develop-
ment, and benefits systems would be applicable to
all.

1

Proposed Pay and Classification Structure
Feature 1—QOccupationally Defined Bands
« ClA-specific market pricing of occupations.

« Funding control replacing position ceiling and
average grade.

« Job classification authority delegated to
Directorates.

One of the most visible features of the current
personnel and compensation system at CIA is the
use of the GS. CIA is not bound by law to follow
this governmentwide pay and classification sys-
tem; but, by virtue of the fact that we have always
employed it and because any changes would in-
volve the expenditure of funds, CIA must coordi-
nate closely with the Office of Management and
Budget (OMB) and Congress and ultimately re-
ceive Congressional concurrence with respect to
significant departures from our current system.

The GS is a position classification and pay
system. To meet our requirements, we have used
our special authorities to modify the administra-
tion of the GS system. We also have created
special pay scales for engineers and scientists that
are different from those in the GS. Despite these
adaptations, continued linkage to the GS system
and the governmentwide salary survey process
constrains our ability to structure and pay our
work force in an optimum manner to execute our
mission. This constraint is inherent in the GS
system and to be removed requires a complete
break from the GS.

Market Linkage

The Office of Personnel Management (OPM)
maintains the GS salary schedule for the Federal
Government, following the premise that the Fed-
eral system is a single employer. Market surveys
conducted by the Department of Labor report
average salary data paid to positions comparable
with the generic government positions for all types
and sizes of employers. This market survey pro-
cess provides the basis of the ‘“comparability”
increase given to all grades governmentwide. Be-
cause these surveys average over a wide spectrum
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Table 1 Proposed Improvement in Personnel and Compensation System

Relevant System Features

Pay and )
Classification Structure Portormance Corer Developments Benefins Data Processing

Vontage lmprovements in Abdity To

Point Attract and Retain Employees Ocevp-

y Plonning Took
ationaly Incentive Occupational Trani Dval Flaaible Leave Tuiton Statting
oy Pon Erahvaron | Geputone e

o Occupation
Defned COPors | PRI | accombibry | Trock Pomotion | pengfin | Comverson | Auistonce
Sands ° Conmols Took

Took Syvem | Projectien

Employss | Better articulated career development X X
guidance

More efficiently identity oppor tunities X
within CLA

Expanded oppor tunity to advonce a3 X
an expert
More relevant and available training X X X

Improved performance and career- X X X X
related communication with spervisor

Better than average pay for better X
than average performance

Improved salury potential X

Senafits better odapted 1o needs and X X X
better utizing the fax low

Line Better recognize performance of X X
Manager | employess with pay
Dynamically adjust position struchwre X X
within budget constraints at compo-
nant level

Mechanism 10 retain experts X X X
Better assist employees to develop their X X X X X
careers

Mare etfectively locate viable can- X
didates within CIA
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Senior Adpust occupational pay by ClA X X X
Managers | market pricing (within cap)

Ot{er more competitive total compen- X X X X X
sotion package

Set pay by CIA closification X X
standards/priorities

Setter project market/talent pool for X
which CIA competes

Better project/plon for demogr aphic X
tronds within CIA

Took 1o deal with changing X X X X X X
demogr aphics
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of jobs, they often yield pay levels that are lower
than those required to recruit and retain people for
certain key jobs in CIA. Furthermore, these sur-
veys average over all sizes of companies and over
all regions of the country, reducing their relevance
to CIA.

The practice of giving the so-called comparabil-
ity increases to all GS grades governmentwide,
independent of occupation, does not match mar-
ket reality. As demonstrated by the market survey
conducted by our consultant, Towers, Perrin, For-
ster and Crosby (TPF&C), required salary adjust-
ments often differ by occupation. Merely provid-
ing uniform adjustments for all occupations
dilutes the effectiveness of the increases for the
very employees whose occupations are most disad-
vantaged relative to their privage-sector counter-
parts. Furthermore, governmentwide adjustments
will never be sensitive to internal CIA demands,
e.g., the need to offer competitive salaries to
specific occupations in CIA that, for one reason or
another, require special attention. The only way to
guarantee sensitivity to internal CIA needs and
focus market comparison on that portion of the
private sector that is actually comparable with
CIA occupations is to break the link to GS and
develop a pay and classification structure that
facilitates occupation-specific adjustments.

The Task Force examined the feasibility of such
an occupationally based pay and classification
system. We did this by gathering representatives of
occupations that constitute about 75 percent of
CIA’s employee population; operations officers in
the DO, project management engineers in the
DS&T, budget and finance officers in the DA, and
analysts in the DI were included among these
occupations. The representatives of each of these
occupations were able to define meaningful
bands—as few as four and as many as six. These
occupational bands had definable distinctions
such as entry level, journeyman, and senior man-
ager, which was not the case for the more numer-
ous and arbitrary distinctions required when GS
grades were employed. With fewer levels in a
structure with occupationally defined bands, some
of the occupational representatives cautioned that
a mechanism must be developed to replace the
identity and recognition that GS grades provide
today. Although this issue was not resolved, many
felt that other forms of recognition and identity,
such as institutional titles, would evolve to take
the place of GS grades.

Although considerable effort remains to com-
pletely define the band structure for each occupa-
tion, its feasibility for CIA occupations was dem-
onstrated by the occupational panels, and thus, a
pay and classification system based on such bands
has been included as a central feature of the

3
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proposed design along with the provision that CIA
have control of the market-pricing adjustments to
a basic CIA pay structure within the Congressio-
nally mandated pay cap.

Funding Control With Classification
Delegated to Directorates

The proposed pay and classification system also
contains features that will make it more flexible
than our current system in allowing senior manag-
ers to structure and adjust the work force to meet
changing demands. Personnel resources, unlike
other resources, are provided to senior managers
with funding and position ceiling constraints. Ceil-
ing constraints are manifested to managers in
many forms including the cumbersome process
associated with today’s position audits that are
driven by average grade and promotion headroom
constraints.

Even though the issue ultimately is budget, a
manager seeking to adapt to changes in his mission
does not have the freedom to change the number
of employees in his component or the grade level
of positions even if the change does not require
additional funds. There is, of course, a certain
amount of trade-off today between ceiling and
available funding but at a level that is out of the
reach of the typical line manager. Two key features
of the proposed pay and classification system are
the delegation of classification authority to the
Directorates and the use of personal services fund-
ing only (not position ceiling or average grade) to
constrain the structure of the work force. It is
further proposed that the Directorates be permit-
ted to redelegate these authorities. This means that
a manager, using a computerized position descrip-
tion data base, would be able to create or eliminate
positions within his/her component as long as
appropriate position descriptions exist in the data
base. Thus, these managers would have the author-
ity to adjust dynamically position structure and
the number of personnel in their components
provided they meet predefined budget criteria.
The Department of Defense has been granted
relief from civilian personnel ceiling constraints
through the appropriations process, and we should
seek similar relief.

Conversion of our present work force to occupa-
tionally defined bands will require minimal costs,
assuming we initially make no significant adjust-
ments to current occupational pay levels. As CIA
market pricing is exercised in future years, we can
anticipate additional outyear costs. These costs,
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however, are within our control and can be de-
fended using these market-pricing data.

Occupationally defined bands can be imple-
mented within the current GS without CIA con-
ducting its own market pricing. In fact, all govern-
ment banding experiments to date, with the
exception of the recently approved National Bu-
reau of Standards program, have been implement-
ed within the current GS. The advantage of a
banded pay and classification system is that artifi-
cial grade distinctions are eliminated. Implemen-
tation of occupationally defined bands can be
accomplished within existing authorities in much
the same way as the GS has been modified by CIA
to meet special needs. The structural alternatives
for the classification and pay,system are summa-
rized in table 2. It is important to recognize that all
the features of the proposed new personnel and
compensation system, with the exception of CIA-
controlled market pricing, can be implemented
even if GS grades are retained.

Feature 2—Incentive Pay

« Up to 50 percent of employees would receive
incentive pay larger than current in-steps.

« All employees at an acceptable level of perfor-
mance would receive at least the equivalent of
the current in-steps.

The private sector generally makes much more
effective use of permanent salary increases and
bonuses to reward the performance of employees
than we do at CIA, even though provisions exist
within the GS structure to reward performance of
employees in much the same way that the private
sector does. Combinations of budget and bureauc-
racy have made delivery of these rewards within
the GS system much less widespread and effective.
The government annually expends considerable
funds on permanent step increases, yet employees
who receive these increases find little reason to
relate them to performance. Thus, the money CIA
spends for these in-steps has, at best, a neutral
impact on the employee’s performance. Moreover,
the mechanisms for delivering bonuses such as
special achievement and exceptional accomplish-
ment awards as well as quality step increases have
proved to be substantial deterrents for their rou-
tine use. For example, GS-13s through GS-15s in
CIA received only one-tenth the cash value of the
awards for the same grade levels in government
agencies that use Merit Pay, and the Merit Pay
system is not generous by private-sector standards.
In fact, it is misleading to compare government
salaries of CIA employees with those of their
private-sector counterparts without factoring in

the average bonus. The private sector, particularly
for the more senior grades, refers to bonus as
salary-at-risk, and the portion at risk is typically at
least 10 percent and substantially more for more
senior employees.

Incentive pay is another key feature of the
proposed system and is composed of a combina-
tion of permanent salary increase and bonus, both
based on performance. The proposed incentive
pay adjustments guarantee that employees who
perform acceptably will receive an annual incen-
tive pay adjustment equal to what they would have
received under the GS system. Moreover, approxi-
mately 50 percent of our employees would receive
incentive adjustments larger than they would have
received under the GS system. These incentive pay
adjustments could range up to 10 percent or more
of base pay, depending on employee performance.
Although these are not large incentive rewards by
private-sector standards, they do represent mean-
ingful distinctions between levels of performance.

From the vantage point of supervisors and man-
agers, incentive pay provides a mechanism to
reward their employees. Incentive for performance
is more effective if the employee’s supervisor is
more directly included in the decision as to the
eligibility for and amount of the reward. The
proposed design is to distribute funding for incen-
tive pay and to delegate the decision for the size of
the reward to the lowest practical level. Preferably,
the decisions would be made through a ranking
process by a panel on which the employee’s super-
visor serves. Some Directorates, notably the DO,
with a large overseas contingent, require that pan-
els be convened with a different composition. The
proposed incentive pay system would be no more
difficult to administer than current promotion
panels and could be done concurrently, thus mini-
mizing any increased administrative burden. The
panel would rank and recommend an incentive
pay award for each employee that would be ex-
pressed as a percentage of base pay.

Incentive pay could be implemented using the
GS system; however, its implementation in a
structure with occupationally defined bands has an
advantage. In the current system with GS grades,
promotion is frequently employed to reward per-
formance. Ideally, however, promotion should re-
flect demonstrated ability to assume greater re-
sponsibility at a more senior level. The broad
occupationally defined bands typically encompass
a salary range almost twice that of a GS grade and
provide increased ability to continue rewarding

performance over a long period of time without
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Table 2

Structural Alternatives

Constraints Associated With Structural Alternatives
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for Personnel System CIA Occupationally Defined Bands
Version
GS of GS Linked Floating Bands
Constraint Description (vm snmn.) ( With Funding )
GS Ceiling Canstraint Only
Government wide Does not contain
classification system. Agency unique X
factors or weights.
Fixed grade structure Grade distinctions not X X
for all occupations. always meaningful in
each occupation, -
Salary adjustments Comparability ad- X X X
determined by OPM justments determined
market survey. based on a market survey
made across a very
broad segment of the
private sector and are
not occupation specific.
Personnel ceiling. Ceiling combined with X X X X
funding are basis that
Congress and OMB
monitor our work force.
Personal services If constraints were only X X X X X
‘budget. on funding, headroom
could be traded for
number of personnel.
Salary cap. Congressionally impos- X X X X X
ed maximum salary.
Legislative OPM is develop- CIA has made Employed in Congress On experimental
considerations. ing significantly modification to  several Congres-  authorized NBS basis, DOD
revised structures, GS and adapted sionally approved  to perform its civilion pay is
including banding. it to our needs. experiments, for own market constrained only
If we wait we may example, China surveys in its by funding.
have new structure Lake, Naval banding
imposed. System Center in  experiment.
San Diego.
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the need to increase the level of responsibility that
promotions should signify. For this reason, the
Task Force has proposed implementation of in-
centive pay within an occupationally defined band
structure.

Proposed Performance Evaluation System

The employee survey conducted at the direction
of the Task Force confirmed that the sense of
accomplishment, motivation, and morale of Agen-
cy employees depends heavily on the performance
evaluation system. It also confirmed that few
employees believe that the current performance
evaluation process is working as well as it should.
The importance of the perforynance evaluation
system would be further accentuated if incentive
pay is adopted. The employee survey identified a
perceived lack of employee-supervisor communi-
cation to be at the heart of most employees’
problems with the current system. Just as supervi-
sor-employee communication is vital to system
success, so too is the need to keep the administra-
tive workload for supervisors as low as possible
and to train managers and employees in the sys-
tem. Thus, improved communication, without
substantially adding to the administrative work-
load, is emphasized in the proposed performance
evaluation system. The proposed changes are not
radical. They build on the strengths of the current
system and are evolutionary in nature.

Feature 3—Performance Plan

At the beginning of each rating period, the
supervisor, working with the employee, would
prepare a performance plan. This plan would
describe the key responsibilities of the employee
and the expectations of the supervisor for the
specific rating period. Preparation of the perfor-
mance plan is facilitated by information available
in a data base prepared by members of that
occupation. Although the supervisor is free to
customize or entirely disregard this information,
its ready availability can simplify administrative
requirements. With the general description of re-
sponsibilities already prepared, the supervisor can
concentrate on describing specific expectations for
the rating period tailored to the individual em-
ployee. The actual written material in such a plan
can be a few lines. In the proposed system, the
plan would be discussed and updated as necessary
at least once during the rating period. These up
date sessions would be brief with no written mate-
rial if the specific expectations have not changed.
If they have, the sessions can focus on the changes
with only a few lines of written material required.

FOR OFFICIA
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Feature 4—Performance Evaluation

With an automated performance plan, the eval-
uation process would be less complicated. The
performance evaluation form would be based on
the key responsibilities listed in the performance
plan. The supervisor, using the expectations in the
performance plan, would indicate his or her judg-
ments about the employee’s performance on each
responsibility. The proposed evaluation form
would be set up to foster comments specifically on
each job responsibility; and comments should be
more relevant than the lengthy remarks on many
of today’s PARs—too often today the comments
on PARs are not tied to the employee’s responsi-
bilities. As with the current PARs, the proposed
evaluation form would contain a section for
reviewer’'s comments and a section for the
employee’s comments.

The proposed performance system would entail
two costs. First, each employee and supervisor
must be trained on how to use the plan and
evaluation features of the proposed system. Sec-
ond, a data base must be built and maintained that
provides the automated support for the perfor-
mance system.

Proposed Career Development System

A vigorous Career Development System is vital
to employees and the organization. To the employ-
ee, career development means recognition, profes-
sional growth and satisfaction, and salary in-
creases. To the organization, career development
is the mechanism through which the future is
guaranteed.

Feature 5—Qccupational Career Handbooks

In the proposed system, representatives of each
occupation would develop occupation-specific
handbooks that articulate the responsibilities of
each level in that occupation and the assignments,
experiences, skills, and training that best prepare
an employee for each level. Such handbooks exist
today in some Directorates; this feature merely
builds on that concept. These handbooks are at the
heart of the career development improvements in
the proposed system. They would be the key
reference document for employees who are plan-
ning their careers, as well as guides to managers
and promotion panels, ready reference for relevant
training, and source material for employees who
are considering a career change. These handbooks
are to be living documents routinely updated by
members of each occupation.

6
L USE ONLY

Declassified in Part - Sanitized Copy Approved for Release 2011/12/20 : CIA-RDP89G00643R000700040008-8



i

Declassified in Part - Sanitized Copy Approved for Release 2011/12/20 : CIA-RDP89G00643R000700040008-8

FOR OFFICIAL UDE UNLIX

Feature 6—Individual Career Development Plan

Each individual is ultimately responsible for his
or her own career, but the occupational career
handbooks would, for the first time in many
occupations, provide a consolidated source of
guidance. In the proposed system, each employee
would have the option of preparing annually an
Individual Career Development Plan. This plan
would be a catalyst for employee-supervisor dis-
cussion on how the employees could most effec-
tively achieve their career objectives. These plans
would include formal and on-the-job training each
year as well as discussion of appropriate assign-
ments for the future. In the proposed system,
supervisors would have added incentive to hold
discussions because they woula be evaluated on
how well they assist in the career development of
their subordinates.

Feature 7—Occupation-Specific Training

Under the proposed system, representatives
from each occupation would identify those train-
ing courses that would accelerate skills acquisition.
Occupational representatives would meet with the
Office of Training and Education annually to
review courses, recommend improvements and
changes, and work with OTE to help design,
develop, and deliver training.

Feature 8—Improved Availability of Training

One of the most limiting features of the current
training system is matching the availability of
courses with the availability of the employee.
Under the proposed system, training would be
more readily available to employees through a
variety of training modules that can be played on
home VCRs or computers. In addition, more
material will be put into computer-assisted in-
structional programs, correspondence courses, in-
ternally televised courses as well as courses taught
by traveling teams.

Feature 9—Dual Track
« Expanded expert track opportunities.

« Additional annual leave carryover for non-SIS
managers and experts.

« Increased incentive award potential.

Intelligence disciplines are not learned in school.
Although there are academic degrees that prepare
individuals to begin intelligence careers, for securi-
ty reasons the process of intelligence gathering,
analysis, production, and related support must be
acquired essentially on the job. Individuals who
excel in their intelligence occupations today and

who have demonstrated exceptional substantive
capability are vital to CIA. Yet these are the very
individuals who often are forced into management
roles or join the private sector to realize their
compensation potential. Although there are some
opportunities for experts to progress to higher
levels, there are many more opportunities for an
employee to advance as a manager. In the pro-
posed system, expert tracks will be identified for
each occupation as appropriate. In general, the
level at which the expert track begins is the same
as that for which supervision begins as a responsi-
bility. The expert track retains occupational iden-
tity and the salary potential equivalent to that of
virtually the highest level of the management track
for that occupation. The management track is
occupation specific in the beginning but, at the
executive level (SIS), has a broader Directorate- or
Agency-wide focus.

Under the proposed system, managers would
have more flexibility to shape their work force and
to reward their employees, but along with in-
creased authority would come increased account-
ability. Currently, how well managers handle their
personnel management responsibilities is implicit-
ly covered in their performance evaluations. In the
proposed system, managers would be evaluated,
not only on their substantive responsibilities, but
also explicitly on how well they manage the perfor-
mance evaluation process and develop their em-
ployees. Experts, on the other hand, would be
evaluated on how well they execute their indepen-
dent programs or projects. Members of both man-
agement and expert tracks would be eligible for
two additional benefits. First, the maximum per-
formance bonus award would be higher than for
other employees, that is, up to 15 percent. Second,
non-SIS members would be able to carry over an
additional 20 hours of annual leave for each year
in the program up to a maximum of 120 hours
above existing ceilings of 240 or 360 hours.

Feature 10—Promotion

The distinctions between levels in an occupation
would be articulated in the proposed occupation-
specific Career Handbooks. Panels for each occu-
pation would use these distinctions in skills, as-
signments, experiences, and training as guidelines
in making promotions. These handbooks will as-
sist the panels in maintaining uniformity and
consistency and will assist the employees in pre-
paring themselves for promotion by letting them
know what is required for promotion. Under the
proposed system, promotions would be worth at
least a 10-percent increase in base pay.

Proposed Benefits Program

In competing with the private sector for talent,
total compensation, which includes pay and bene-
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fits, must be considered. As with pay, CIA cannot
match all of the benefits the best of the private
sector has to offer. CIA can improve its competi-
tive posture, however, by making more effective
use of the funds now spent on employee benefits
and by judiciously adding new benefits that in-
volve additional funding in order to provide tools
for dealing with specific, well-focused recruitment
and retention problems.

Feature 11—Flexible Benefits Program

The first nonpay compensation feature in the
proposed system is called a flexible benefits pro-
gram. Under the government’s present system,
there are only two sources of money—the govern-
ment and the employce—wit,h which to pay the
cost of benefits. The government’s contribution is
limited to a fixed percentage of medical and life
insurance premium costs. Additional benefits are
paid solely through the employee’s contribution.
Flexible benefits allow the employee to.redirect
some of this government contribution into benefit
plans more tailored to his or her needs. In this type
of program, an employee would be given flexible
credits. These flexible credits are an amount, at the
disposal of the employee with which to buy the
exact benefits package suiting his or her needs at a
given point.

The program has three attractive characteristics.
First, it allows the employee to use more efficient-
ly whatever money is spent on benefits to meet his
or her needs. Second, the program can save the
employee money through the more effective use of
existing tax laws. A flexible benefits program al-
lows the employee to pay certain health and de-
pendent care expenses and other qualified benefits
with pretax dollars. Third, a flexible benefits pro-
gram allows the employee to exchange some annu-
al leave for additional flexible credits or exchange
flexible credits for additional annual leave.

Many of the large private-sector firms with
which we compete for employees have very attrac-
tive flexible benefits programs. In order to com-
pete effectively, we must design and continually
update our benefits program to make effective use
of available funding and provide employees the
flexibility to obtain the benefits they need. This
flexibility will be of increasing importance as the
demographics of the work force change to include
not just the traditional family but also dual career
marriages as well as single workers with and with-
out children. The Task Force assembled 20 groups
of employees (focus groups) to discuss benefits and
react to the possibility of a flexible benefits pro-
gram. The focus groups indicated that a flexible
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benefits program would, in fact, allow employees
to tailor benefits more closely to their needs. At
the same time the exercise demonstrated the po-
tential tax advantage for the average employee of a
flexible benefits program.

The proposed system includes the design over
the next year of a flexible benefits program for
submission to Congress and possible implementa-
tion in the FY 1990 budget. Although the private
sector has successfully designed plans that benefit
its employees, what we propose would be a pio-
neering effort in the Federal Government. The
final decision to implement a flexible benefits
program would be made only if we demonstrate
that the plan design would be advantageous to our
employees and if we obtain the necessary authori-
ties and approvals.

Feature 12—Leave Conversion

Annual leave is an important element in the
overall nonpay compensation of government em-
ployees. The primary approach taken by the Task
Force in maximizing the effectiveness of annual
leave as an employee benefit is to incorporate it
into the flexible benefits program. In this ap-
proach, the employee could buy or sell annual
leave. If implemented in the flexible benefits pro-
gram, the first two features proposed below may
become less significant.

Annual Leave Buy Back

Under the current system, employee dedication
to the work ethic often results in forfeited leave.
To remain competitive, private-sector firms rein-
force and reward such dedication by allowing the
employee to cash in such leave. Under this pro-
posed feature, authority would be sought to allow
non-SIS employees to cash in some of the annual
leave that cannot be taken because of exigencies of
official business. To encourage employees to take
off at least two weeks in the year, only those hours
beyond the first 80 hours earned in a leave year
would be considered in this program.

Although SIS officers can accrue leave indefi-
nitely, these leave balances can only be tapped at
retirement. Under this proposed feature, SIS offi-
cers could elect to cash in their annual leave
balances over 500 hours. This feature is better for
both the employee and the government. The em-
ployee gains access to the funds before retirement,
and the government saves money because the cash
in is at the current salary rate rather than at the
rate in effect at the time the employee retires.
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Optional Conversion to Sick Leave

We also propose to seek authority to allow
forfeited annual leave to be converted to sick
leave. This involves no substantial cost to CIA
because no payment is required to the employee,
but it does provide the employee additional short-
term disability protection. This converted sick
leave would not count in calculating a retirement
annuity, but the employee would be able to use the
converted sick leave before drawing down on
normal sick leave.

Sick Leave Bank

The Task Force proposes that we seek authority
to enable employees to donate to a sick leave bank
annual leave that otherwise wbuld be forfeited.
Employees in need could apply to the Director of
Personnel for leave in the bank. All applications
would require validation from the Office of Medi-
cal Services.

Home Leave Use

As with annual leave, many employees are un-
able to use all their home leave. Under this pro-
posed feature, authority would be sought to allow
employees to use their home leave balance in the
12-month period before retirement to obtain re-
tirement counseling, to make necessary personal
and financial arrangements, and to transition into
retirement.

Feature 13—Educational Assistance for
Dependents

¢ Loans secured with annual leave.
¢ Thrift loans.
+ Loans subsidized by CIA.

One of the most difficult expenses for many
employees to bear over the course of their careers
is the cost of college for their children. Not only
are the costs of education high, but the average
salary at CIA is too high to qualify for govern-
ment-subsidized student loans. The Credit Union
provides loans for educational expenses without
the income restrictions that apply to the govern-
ment-subsidized loans and with more realistic loan
values—namely, $20,000 per year per dependent
versus the $12,500 total per student for the entire
undergraduate career with the government pro-
gram. Unlike the government program, however,
the Credit Union charges higher interest rates
(currently 10 to 11 percent versus 8 percent for the
government loan) and has a shorter repayment
term (five to seven years versus 10 years after
college is completed). There are three approaches
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proposed below that would significantly ease the
burden on the employee of coping with education-
al expenses.

Leave Secured Loans

Leave balances can have considerable cash val-
ue. A proposed system option is to seek authority
to make such leave balances available to secure
educational loans through the Credit Union. These
loans would be at preferred interest rates.

Thrift Loans

There are provisions in the Federal Employees
Retirement System (FERS) Thrift Savings Plan for
borrowing money for a number of expenses, in-
cluding education. The Thrift Plan managers have
not yet developed the terms of such loans. Em-
ployees, especially younger employees, have the
potential of building a sizable balance in their
Thrift accounts. Because CIA does not manage
Thrift, a specific system feature cannot be pro-
posed. Rather, CIA would work with the Thrift
Plan managers to see whether favorable terms for
such loans can be incorporated in the Plan. Effec-
tive interest rates for educational expenses as low
as a few percent have been incorporated into such
annuity loan programs elsewhere.

CIA-Subsidized Student Loans

In this proposal, we would seek authority to
allow the Agency to guarantee repayment of loans
made through the Credit Union to dependent
student borrowers. The CIA would subsidize the
interest rate by approximately 3 percent. Thus, if
the market rate were 11 percent, the actual rate to
the student would be 8 percent.

Feature 14—Staffing Management Tools

+ Early retirement for experts and senior manag-
ers 50 years old with at least 20 years of
Federal service, 10 years with CIA, five of
which were as experts or SIS-level managers.

 Optional/involuntary retirement for employ-
ees S0 years old with 20 years of Federal
service or any age with 25 years of service.

 Retention bonus provided to an employee at
DCI discretion.

An effective personnel and compensation sys-
tem must be equipped with the mechanisms neces-
sary to maintain and adjust the characteristics of
the work force. Early voluntary and involuntary
retirements can be used as retention tools and to
control the composition of the work force. Senior
officers considering leaving CIA may be induced
to stay if there is an attractive early retirement
program, and midlevel officers may be induced to
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stay by the enhanced flowthrough (and increased
opportunities) that such programs offer.

Early Retirement for SIS Managers

Authority would be sought to provide for early
retirement eligibility (50 years old with 20 years of
Federal service) with unreduced benefits to SIS
officers with at least 10 years of Agency service, five
of which were as an SIS officer. This proposal is
intended to provide flowthrough into the senior
management ranks as an incentive to retain our top
midlevel officers aspiring to senior management.

Early Retirement for Experts

Authority would be sought to provide for early
retirement eligibility (50 years ol with 20 years of
Federal service) with unreduced benefits to selected
experts who have at least 10 years of Agency
service, five of which were in a designated expert
position. This proposal is intended to make it more
attractive for these experts, who typically work in a
number of organizations during their careers, to
give the Agency 10 to 20 years during the prime of
their career with the understanding that they will be
eligible to take a meaningful retirement annuity
with them to a new career.

Involuntary Retirement

Authority would be sought to provide for invol-
untary retirement eligibility without penalty, during
a reduction in force (RIF) or reorganizations, for
employees who are 50 years old with 20 years of
Federal service or any age with 25 years of service.
The annuity computation for such employees
would increase the rates for the first 20 years of
Federal service for such employees to 1.7 percent
under FERS or 2 percent per year under CSRS.

Retention Bonus

The private sector employs what can be charac-
terized as a retention bonus as an inducement for
key individuals to remain. The military has long
used reenlistment bonuses to encourage personnel
to sign up for another tour. The retention bonus can
be used as a tool to control the composition of the
work force and is proposed for consideration as a
feature of the system.

Proposed Data-Processing Support

Data processing is an essential tool to limit the
administrative overhead of the personnel and com-
pensation system. Virtually every feature discussed
has data-processing implications. Two data-pro-
cessing tools that will provide support for planning
in the proposed system are discussed below.

10

Feature 15—System Controls

The Task Force proposes that a budget control
system be developed to allow senior managers to
allocate monies for the personnel and compensa-
tion system. This control system would be hierar-
chical in nature, providing a combination of fore-
casting and reporting tools tailored to the needs of
the individual manager. At the Agency level, the
system would provide a combination of historical
and future trend analysis tools for use in planning
the Agency's future personal services funding
requirements. At the Directorate level, the control
system would provide a combination of tools to
forecast the fiscal impact of major organizational
realignments and shifts in work force structure
projected into the outyears. It also would provide
up-to-date information on the status of personal
service funds at the disposal of the Directorate. At
the operating level, similar tools would be required
to provide the manager with immediate feedback
on the current and outyear organizational changes
that are within its control. Interactive tools to
provide these services are now being developed and
would be available to managers as an integral part
of a new Human Resource System.

Feature 16—Projection Tools

The private sector routinely employs Human
Resource planning tools to identify skills shortages
and excesses and project what recruiting, retention,
and retirement strategies are needed to properly
structure the work force for the future. The pro-
posed system will provide the required projection
tools to serve this function. These tools will be
made available to each component.

System Illustration

The proposed system involves changes to virtual-
ly every aspect of the current personnel and com-
pensation system. The following tables have been
prepared to assist employees in understanding how
the proposed system might actually work for them.
Table 3 contrasts certain features of the current
Agency system with the governmentwide GS sys-
tem and the proposed system. Table 4 shows how
conversion to the proposed system might occur and
illustrates five of its more prominent features—
namely, occupationally defined bands, incentive
pay, performance plans, performance evaluations,
and promotion. The example, which uses the DO
operations officer occupation, is strictly illustrative.
The implementation details in this example were
employed by the Task Force in evaluating feasibil-
ity of the features. These details, as modified by
comments from the Directorates in this review
cycle, would be the starting point for the detailed
design phase. There would be full participation by
the Directorates in this detailed design phase.
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Table 3

Salary Administration

Systems Comparisons

GS System

Current CIA System

Proposed CIA System

General Schedule Established under Title V
of the US Code.

CIA Act of 1949 gives Agency broad
personnel and pay authorities.

CIA Pay and Compensation System
based on CIA authority.»

Job Classitication Act of 1949:

« Gives OPM classification authority for
common Federal Government jobs.

« FES Classification System used.

CIA Exempt From Classification Act:

«Currently follows OPM's FES system with
minor modifications.

« OP/PMCD has job classification authority
and issues pay schedules.

CIA Job Classitication System: »
+ Covers all Agency occupations.

« Job classification authority
delegated to manager.

« OPM issues GS pay schedules. ) « OP/PMCD advises.
Senior Executive Service (SES): Senior inteliigence Service (SIS): SIS Under New System: »
« Has six levels. «Same. *Same.

« Compressed by pay cap. * Same. *Same.

« 56 percent eligible for bonuses in 1986; 368
percent actually received bonuses in 1986.
« Unlimited leave accural.

« Same, however, 39 percent actually
received bonuses in 1986.
* Same.

» Increased eligibility for bonuses.»

« Option to cash in accrued leave.

General Schedule predominant pay scale for

Federal employees:

« Fitteen pay grades (30-percent pay range)
and SES.

» Each grade has 10 steps.

« Each pay step increase about 3 percent.

» Rank in Position System.

General Schedule:
e Same.
« Same.

«Same.
«Rank in Person System.

CIA Pay Schedule:

« Twenty-five pay levels (50-percent pay
range) and SIS.

« No steps; open pay ranges.

« Pay increase is percent of base pay.

«Rank in Person System.*

OPM Specia! Pay Schedules:
« GSE (engineers) .
+«GSM (physicians) .

CIA Special Pay Schedules:
« More competitive than OPM's.
« Also apply to physical scientists.

CIA Pay Schedule:
« Incorporates occupation-specific pay rates.

Pay Adjustments and Awards:
« Promotion—2 steps minimum (6 percent).

« Longevity step increases.

« Quality step increases.
« Awards—standard incentive awards and
Presidential awards.

Pay Adjustments and Awards:
«Same.

e Same.

* Same.

« Awards—standard incentive awards, unit
citations, secretarial awards, employees of
the year, and honor and merit awards.

Pay Adjustments and Awards:

« Promotions— 10-percent minimum pay
increase.

« Incentive pay * (permanent pay increases
and bonuses based on
performance) at least equal to GS
for fully satisfactory; better for
superior and outstanding
performers.

« Awards—honor and merit awards,
unit citations, exceptional
accomplishment awards, and
suggestion awards.

Merit Pay for Managers and Experts:

* PMRS System for supervisors and
managers, GS-13 to 15 level.

« No system for experts.

Merit Pay for Managers and Experts:
* Nothing comparable for either managers or
experts.

Manager Expert Incentive Program:
» Dual career tracks for experts. »

« Higher incentive pay. *
«increased leave carryover. *
« Option to cash in accrued leave.s

Pay Structure Adjustments:

Pay Structure Adjustments:

Pay Structure Adjustments:

« PATC market survey recommends. «Same. « ClA-directed market surveys.

« President approves. *Same. « DCI approves comparability increase.

« Across-the-board comparability increase *Same. « Funds go into Incentive Pay Pool.

received by all GS employees.
« Awarded to employees after the annual
performance evaluations.
2 Could be done under current CIA system.
11
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Table 4
How the System Works

Panel of Experts Defines the Occupation
« Operations Officer Occupation Career Levels:

- Operations Officer |
- Operations Officer—Hq/Field I
- Operations Officer—Hq/Field I
1 - Ops Off—Manager/Senior Officer 1V
- Ops Off—Senior Manager \'4 (SIS)

« Occupational training and development requirements.
. Promotfon guidelines.

« Responsibilities, guidelines, and performance expectations common to jobs within the occupation.

Occupation Placed Onto Pay Schedule

Occupational levels are evaluated using an occupational job evaluation (position classification)
system and placed on the CIA pay schedule. For example, with a 25-pay level schedule, the
Operations Officer occupation might be assigned to the following pay levels:

2 Ops Off Level Pay Level Salary Range
I 12 ($24K-$37K)
I1 16 ($32K-$48K)
A 18 ($37K-$55K)
v 22 ($48K-$72K)
V (SIS)

People Are Converted by Career Service Panels

Operations Officer Conversion:

Current New Career New Salary
GS Grade Level Range
GS-11 [ ($24K-$37K)
3 GS-t1/12 i ($32K-$48K)
GS-13/14 I ($37K-$55K)
GS-14/15 v ($48K-$72K)
SIS \'
Example A

The Career Service Panel converts a GS-12, step 7 Ops Officer, based on the employee’s experience
4 and performance, to a Level I Ops Officer. The employee is converted at current GS-12 salary
($39K per annum) to Level Il ($39K per annum).

- 12
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Example B

The Career Service Panel converts a GS-14, step 6 Operations Officer to a Level 1V Ops
5 Officer-Manager rather than to Level I1] because of the officer's experience and performance. The
employee is converted at current GS-14 salary ($53.4K per annum) to Level 1V (new salary is still

$53.4K per annum).

GS Step Prorated at Conversion
Time completed toward an employee's next GS step is prorated and paid in a lump sum:

6 « Example A: The GS-12, step 7 Ops Officer has completed one of three years toward his step 8.
At time of conversion, employee receives $362 as lump sum for this one year.

« Exgmple B: The GS-14, step 6 Ops Officer has completed 22 months toward step 7 and receives
eleven-twelfths of the step value, or $1,398 as lump sum at time of conversion.

Performance Planning

At the beginning of the evaluation period, supervisors communicate their performance expectations
to employees:

: 7 . An automated data base for performance planning is available to supervisors. It houses the

f occupation-specific key job responsibilities and general expectations developed by the occupa-
tion. This information may be used in conjunction with tasks tailored to the individual’s
position that are added by the supervisor, or the supervisor may choose to create an entirely cus-
tomized plan.

; « No long narratives or complicated processes like the previous Letter of Instruction (LOI) and
g the Advanced Work Plan (AWP).

PTIR T TR

Performance Review

8 An ongoing review of performance and supervisory expectations should take place between the
supervisor and the employee throughout evaluation period, but must occur at least once at
midperniod.

Performance Evaluation

9 A basic assumption of the proposed system is that all employees performing acceptably would do at
least as well under the new system as they did under the GS. Using the information contained in the
performance appraisal report, Performance Evaluation Panels annually rank employees and based
on that ranking, recommend incentive pay. Incentive pay is divided into a permanent salary
increase and a cash bonus. Amounts are determined based on general incentive pay guidelines
provided by the Office of Personnel and the Office of the Comptroller. For example, the guideline
might advise that employees ranked by the panel “Outstanding™ could receive 8- to 12-percent
incentive pay; those ranked by the panel “Superior,” 4 to 7 percent. Employees ranked “Fully
Satisfactory” could receive an incentive award comparable with that under the GS, namely 1- to 3-
percent permanent salary increase based on where their salary falls within their pay level;
additionally, the supervisor has an option of recommending up to a 2-percent bonus. Head of
Subcareer Service approves.

13
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Example

The DO is allocated funds for incentive pay for the Operations Officers. On the basis of the
guidelines, the evaluation panels convened at the component level would rank and recommend
incentive pay for Level II Operations Officers:

Performance Group Employee Ranking Percent Incentive Pay
Outstanding K. Jones i 12
M. Boyd C2 2
P. Smith 44 10
M. Edwards 45 10
T. Long 46 9
B. Roberts 47 8
) . ) .
Superior G. Hamel 55 7
Y. Wallus 56 7
10 L] . L]
P. Brown 125 6
A. Deshay 126 6
Fully Satisfactory N. Flowers 150 .
M. Janus 151 .
e . *
. L *
C. Peters 200 *
R. Diver 201 .
L ] e -

*Scheduled increase depends on employee’s salary:
3 percent if salary is in first quartile** of pay range.
2 percent if in second quartile.
1 percent if in third or fourth quartile.
Plus optional bonus up to 2 percent.

**Each pay level of the Agency's pay schedule is divided into four sections, called quartiles. For ex-
ample, Level I Ops Officers fall into Pay Level 16 ($32K to $48K). The following shows the
quartiles of that pay level:

/" First / Second / Third / Fourth /! Quartile
$32K $36K $40K $44K $48K
14
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Incentive Pay Processing

Payroll automatically allocates the incentive pay between a bonus and a permanent increase based
on the employee's location in the pay level. Payroll determines the amounts from an Incentive Pay

Grid:
Incentive Pay Grid
Quartile Location in Pay Range
Performance ist 2nd 3rd 4th
Ranking
Outstanding 50% B 60% B 60% B 70% B
50% P 40% P 40% P 30% P
11 Superior 50% B 67% B 67% B 83% B
50% P 33% P 33% P 17% P»
Fully sali'factory 100% P 100% P 100% 100% P »
(Scheduled permanent increase of 3, 2. 1 percent)
Plus optional bonus up to 2 percent
Below fully satisfactory Permanent increase allowed up to 1 percent below midpoint, at

discretion of management
Note: B = bonus; P = permanent increase.
s If an employee is at the top of a pay range, incentive pay 1s awarded totally as a bonus; no
permanent increase.

Example A

12 C. Peters, who ranked number 200 in the annual panel! evaluation (see block 10) and who was placed
in the “Fully Satisfactory™ performance group, is a Level 11 Ops Officer earning $33K annually.
Because the officer’s annual salary ($33K) falls into the first quartile of the employee’s pay level, the
Ops Officer receives a 3-percent permanent salary increase. The new salary is $33K + $990 = $34K.
The employee is also awarded a 2-percent bonus during this exercise (.02 x $33K = $660 cash

bonus).
Old New Salary
$33K $34K
" ———- / / / /! Pay Level
$32K 40K $48K
1/ First / Second / Third / Fourth // Quartile
Example B
13 P. Smith, who ranked number 44 in the annual panel evaluation (see block 10) and who was placed

in the “Outstanding” performance group, is a Level IT Ops Officer earning $39K annually. Because
the officer’s annual salary ($39K) falls into the second quartile of the employee’s pay level, the
incentive pay is split 60/40 between bonus and permanent increase. The Ops Officer receives a
bonus of $2,340, (.06 x $39K = $2,340) and a permanent salary increase of $1,560, (.04 x $39K =
$1,560). The new salary is $39K + $1,560 = $40.6K.

Old New Salary
$39K  $40.6K
[ e— ] - / // Pay Level
$32K 40K $48K

/"

1/ First / Second / Third / Fourth // Quartile

15
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Promotion

14 Career Service evaluates all employees by occupation and level for promotion. Head of the Career
Service approves promotion to the next career level. Promotions are equal to a 10-percent
permanent increase in salary or the minimum of the new level, whichever is higher.

Example

The Level II Ops Officer is evaluated and ranked by the Carcer Management Staff/Level 1
Operations Officer Panel and is recommended for promotion.

The DDO approves. The Level Il Ops Officer is promoted to Level I1I Ops Officer and receives a
10-percent increase in salary (.10 x $40.6K = $44.7K):

15
) Ops Officer’s Promotion
Before: Level II
Old Salary
$40.6K
/e [ — / e — / "
$32K $40K $48K
/" First / Second / Third / Fourth // Quartile
After: Level 1II
New Salary
$44.7K
/l ———— /[ ——— / [ ——— 1"
$37K $46K $55K
1/ First / Second / Third / Fourth // Quartile
Comparability Increases
General Schedule pay increase money is put into the incentive pay pool and becomes the floor
amount for incentive awards. Employees become eligible during the annual performance evaluation
and ranking exercise. For example, if a 5-percent comparability increase for Federal employees is
approved, management may be advised that the incentive pay guidelines could increase like this:
16

Incentive Pay Guidelines

Performance Group Old + 5% = New Incentive Pay

Qutstanding 8-12% 13-17%
Superior 4-7% 9-12%
Fully satisfactory 3,2, 1% 8, 7, 6% + optional

up to 2% bonus

16
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SYSTEM DESIGN

In forming the Task Force, the Executive Direc-
tor charged that “the broad outline of the whole
system’ be developed before we took the next
step. The System Summary is that “broad outline”
and it describes the new system at the level of
detail at which approval is sought. This part of the
report contains the additional detail used by the
Task Force to evaluate the feasibility and cost of
the system. These details, 3s modified by com-
ments from the Directorates in the review process,
would be the starting point for the detailed design
phase that would follow approval by the Executive
Committee (EXCOM) with full participation of
the Directorates. This part of the report describes
the design features of the proposed new system in
the same sequence as the System Summary. Each
of the individual features has been developed to
meet the following baseline objectives set by the
Executive Director:

* A pay and classification system that better
relates pay to performance.

A more competitive total compensation pack-
age that allows employees more choices that
meet their personal needs.

A career development policy that expands the
concept of dual career tracks for substantive
experts and managers.

A comprehensive review of the performance
appraisal, automation, and training required
to implement and support the proposed new
system.

Design Methodology

A key step in the system design proposed by the
Task Force was a job analysis of individual Agency
occupations. The purpose of the job analysis was to:

* Develop job descriptions that would be used
to market price Agency occupations and devel-
op an Agency-unique classification system.

» Explore ways to establish better links between
pay and performance.

* Examine improvements to the performance
appraisal system that would better support an
incentive pay system. :

FOR OFFICIAL USE ONLY

Table 1
Occupational Panels

. Attorney

. Budget and Finance Officer

. Computer Assistant

. Computer System Analyst-Programer
Contract Procurement Officer

. Cover Officer

. Electronic Specialist

. Imagery Analyst

. Information Resource Assistant
. Intelligence Assistant

. Intelligence Officer-Analyst

12. Intelligence Operations Research Assistant
13. Intelligence Operations Research Officer
14. Language Ofhcer

15. Nurse

16. Operations Officer

17. Operations Support Assistant

18. Personnel Officer

19. Project Management Engineer

20. Psychologist

21. Reports and Requirements Officer

22. Secretary

23. Security Assistant

24. Security Officer

25. Security Protective Officer

26. SIGINT Officer

27. Technical Operations Officer

28. Telecommunications Officer

Develop better articulated occupation-specif-
ic, career development guidance and expanded
career opportunities for experts.

To conduct job analysis, 28 occupational panels
were convened (table 1), each consisting of five to
seven experts from within that occupation. The
occupations selected for job analysis were chosen
to cover a large proportion of the Agency popula-
tion and to provide a representative sample of our
more unique employment categories. The total
sample provided by the occupational panels repre-
sented approximately 75 percent of the Agency

17
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work force. To determine what improvements
might be made to our current benefits system, the
Task Force evaluated the benefits programs of

about 30 private-sector firms. A detailed compari--

son was made between our benefits and those of
these firms. The firms surveyed had employee
skills requirements similar to the CIA and business
interests that put them in direct competition with
us for people. A number of these firms have
flexible benefits programs and, in order to deter-
mine the reaction of Agency employees to the
concept of flexible benefits, 20 employee “focus
groups” were organized. Employees were selected
at random on the basis of three demographic
characteristics: years of Agency jservice, marital
status, and whether or not they have dependents at
home. The focus groups used their own particular
financial circumstances and benefit needs to assist
the Task Force in assessing the potential of flexible
benefits programs to provide CIA employees a
better compensation package. A summary of the
focus groups findings is included in the Proposed
Benefits Program section. A complete report will
be available later this summer.

Proposed Pay and Classification Structure
Feature 1—Qccupationally Defined Bands

An important feature of the system proposed by
the Task Force is a shift from the current GS
grades to occupation-specific pay bands. Each oc-
cupational panel came to the conclusion that its
occupation did not line up neatly with existing GS
grades, but each was able to divide its occupation
into a number of work levels that made sense. For
example, the project management engineering oc-
cupation, which currently exists in grades GS-08
through SIS-03, identified six work levels, ranging
from entry level employee through SIS-03 group
chief. In effect, the panel has taken work that is
now spread across 11 GS grades and identified six
levels that reflect the real levels of work in that
occupation. Other panels also identified four to six
levels of work for their occupation.

With a more realistic definition of occupational
work levels, CIA is able to address two problems.
First, the classification of individual jobs is greatly
simplified. Once the levels within the occupation
have been established, classification authority can
be delegated to the Directorates. Senior managers
would be given the flexibility to classify jobs
within the prescribed levels of the occupations in
their organization. )

18
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A manager would not have to spend a great deal
of time writing position descriptions in elaborate
detail so that the Position Management and Com-
pensation Division (PMCD) of the Office of Per-
sonnel can evaluate and approve a position up-
grade. The manager would not have to wait for
weeks or months until an audit of the position
could be conducted by PMCD to confirm the level
of the position. No longer would artificial average
grade constraints make it impossible to implement
a new position grade after it had been approved by
PMCD. Instead, within budget constraints, the
manager could establish positions as they are
required. As long as there is component funding
available, the new positions can be established
immediately.

Second, the proposed salary structure 1S more
flexible because the occupationally defined levels
are broader than the existing GS grades. The wider
pay spread offers greater salary potential for em-
ployees. Not only is there more room for salary
growth before topping out, it is no longer neces-
sary to promote an individual to a higher level of
responsibility merely to reward good performance
at the current level of responsibility.

Linkage to GS

Occupational pay banding could be implement-
ed while still maintaining a linkage to the GS. Two
or three GS grades are combined within a single
pay band, and all of the above advantages can be
achieved. In fact, the OPM-approved experimen-
tal banding that has been put into place at the
Naval Weapons Center in China Lake, California,
and at other Federal organizations is tied directly
to the GS, as is the CIA banding experiment
involving the telecommunications and electronic
specialists. We could band all of our occupations
in similar fashion.

Job Evaluation and Market Linkage

There is, however, another option. We can es-
tablish a new CIA-unique system that is not linked
to the GS, but that relies on our own market-
pricing surveys and, therefore permits us to update
our own pay structure. The process of constructing
occupationally meaningful bands helps to define
our jobs in terms more comparable with the pri-
vate sector, so that market pricing is more relevant
and greatly simplified. An important byproduct of
the work of the occupational panels was the devel-
opment of an Agency-unique job evaluation sys-
tem to support a new pay structure.
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Although a variety of job evaluation systems
exist, we are proposing to use a factor-based sys-
tem because it provides the consistency required
for large organizations, is defensible, and can be
maintained with minimal resources. The occupa-
tional information developed by the occupational
panels provides the basis for defining factors spe-
cific to the CIA. Members of the Task Force and
representatives of the occupations are developing
relative weights for the factors that would allow us
to balance the job alignments that would be indi-
cated by salaries paid in the private sector with the
value senior Agency management places on our
occupations. In this way, the CIA could implement
a job evaluation system that documents the rank-
ing of our occupations and jo®s and that provides
an equitable basis for future placement of new
occupations or changes in alignment.

There are two major differences in the way the
proposed job evaluation system would operate in
comparison with the current governmentwide Fac-
tor Evaluation System (FES) that in modified form
is used by the Agency. First, both the individual
factors and factor weights are selected to more
closely reflect the Agency’s particular circum-
stances and its position hierarchy without regard
to how an occupation may be graded elsewhere in
the Federal Government. We would continue to
maintain an overall parity with other Federal
agencies through the market process and Congres-
sional oversight, but may not in all cases maintain
parity with the GS on an individual occupation.
Second, we would no longer classify individual
jobs as we do. Rather, we would establish the
initial job evaluations on an occupational basis. At
the component level, managers would be given the
flexibility to classify jobs within the prescribed pay
bands of the occupations in their organization. At
the Agency level, movement of an occupation
from one pay band to another would be made by
the EXCOM, thereby ensuring that internal equity
is maintained in the system.

The market-pricing process we propose is simi-
lar to that used by many private-sector organiza-
tions. As part of the design, we used the position
descriptions developed by the occupational panels
to make salary survey comparisons against similar
Jjobs in the private sector. The occupational panels
also provided the information necessary to devel-

op the internal job evaluation system. Using this -

data, individual occupations are assigned to a
place on a pay schedule based on the internal
evaluation of the occupation and the market sur-
vey. It needs to be stressed that a pure market

FOR OFFICIAL USE ONLY

19

system in which individual occupations are priced
and paid based on private-sector rates is not
possible for CIA because we have a large number
of jobs for which no direct market comparison can
be made. For those occupations that cannot be
market priced, the job evaluation system establish-
es a pay relationship to occupations for which
market data are available. Thus, our proposed
system combines an internal job evaluation (posi-
tion classification) system that establishes the in-
ternal relationship of occupations with the market-
pricing process to ensure that our pay bands are
competitive with other organizations competing
for the same type of people.

Although the exact number of pay levels has yet
to be established, we believe that the CIA pay
schedule should have significantly more pay levels
(grades) than the GS to provide us with the
flexibility to adjust the pay level of individual
occupations as the market or internal concerns
dictate. Unlike the GS, however, individual occu-
pations will be placed only at those pay levels
dictated by the market and the evaluated work
levels of the jobs. For example, if Operations
Officers have identified four non-SIS work levels.
they might be placed at pay levels 12, 16, 18, 22,
and SIS on a 25 pay level schedule. (Table 2 shows
an illustrative 25 pay level schedule; figure 1
shows how selected occupations could be placed
on the proposed pay schedule.) Employees would
progress through only those pay levels appropriate
to their jobs, rather than through each pay grade
on the GS. With this type of structure, if there is a
need to increase the entry salary for trainee Opera-
tions Officers to attract the kind of employees we
need, the EXCOM could change the entry pay
level for Level I Operations Officers from pay level
12 to 13 or 14 without affecting other occupations.

To ensure that the pay structure and employee
salaries remain current with the market, the
EXCOM would empower the Director of Person-
nel to conduct periodic market surveys with the
participation of the four Directorates and the DCI
area. An analysis of the market information could
be provided to the EXCOM for consideration as to
whether the entire pay schedule should be adjusted
and whether selected occupations should be fur-
ther adjusted because they have significantly out-
paced the market relative to other occupations.
Adjustments to the pay structure would be influ-
enced by budgetary considerations and they would
be approved by the DCI.
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Table 2 Thousand $

[lustrative Pay Schedule
SIS 64.7-717.52
Pay Band 25 58.8-72.5¢b
Pay Band 24 54.9-72.5%
Pay Band 23 51.3-72.5¢%b
Pay Band 22 48.0-72.0
Pay Band 21 44.8 - 67.3
Pay Band 20 41.9-629
Pay Band 19 39.2-58.8
Pay Band 18 ,36.6 -54.9
Pay Band 17 34.2-51.3
Pay Band 16 32.0-48.0
Pay Band 15 29.9-4438
Pay Band 14 27.9-41.9
Pay Band 13 26.1 - 39.1
Pay Band 12 24.4 - 36.6
Pay Band 11 22.8 - 34.2
Pay Band 10 21.3-31.9
Pay Band 9 19.9 - 29.8
Pay Band 8 18.6-27.9
Pay Band 7 17.4 - 26.1
Pay Band 6 16.2 -24.4
Pay Band 5 15.2-22.1
Pay Band 4 14.2-21.3
Pay Band 3 13.2-199
Pay Band 2 12.4 - 18.6
Pay Band 1 11.6-174

+ SES pay cap.

b Legislative pay cap.

Funding Only Control

There are three key systemwide personnel con-
trols. The first is the average grade constraint that
impacts on promotion headroom. This constraint
means that no matter how many positions you
have vacant, if you need additional senior grade
people—but you are at your allotted personnel
average grade—you cannot hire or promote into
the senior levels. Similarly, if you require addi-
tional senior level positions, but are at your posi-
tion average grade, you cannot add new senior
grades to your position structure. Although the
average grade constraints are somewhat reduced
under a banded system to the extent that GS
grades are combined in an occupational band, the
manager is still constrained by his inability to
readjust his personnel or position levels.

The second systemwide personnel constraint is
ceiling. This constraint reduces managerial flexi-
bility and, indeed, reduces the incentive to manage
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personnel resources efficiently. For example, if a

“manager were willing to relinquish some lower-

20

ranking slots in order to hire some additional
higher level employees, in the absence of average
grade constraints he or she could do so and still
stay within ceiling. The Agency’s failure, however,
to fll all of its slots could lead to a Congressional
determination that fewer people are needed and
that our budget could be cut. Even more difficult
is a managerial determination that additional
lower-ranking employees are required. The manag-
er cannot trade 10 GS-15s for 15 GS-07s because
that would put the unit over ceiling. It should be
noted that, as a result of recent appropriations
legislation, the Department of Defense has been
freed from ceiling constraints with respect to its
civilian employees on an experimental basis. We
recommend seeking similar legislation.

The third systemwide constraint, and the one
that would remain, is availability of funding.

Feature 2—Incentive Pay

The GS pay system is structured to slow the
growth of the employee’s salary as he or she moves
further into the pay range. Thus, the employee
receives a step a year until reaching step 4, then a
step every two years until reaching step 7, and then
a step every three years until reaching step 10
when no further advance is possible. The steps are
perceived as incentives for longevity rather than
for performance.

In an occupationally banded system and partic-
ularly with our own pay scale, we wouid have
several options. We could keep the GS construct of
10 steps worth an average of 3-percent each and
give them out at one-, two-, and three-year inter-
vals. We also could change each of these elements.
Instead of 10 steps, we could have 14 like the
Foreign Service, or 20 steps like the Intelligence
Secretarial System, or, for that matter, any number
of steps. If we had steps, the value of the steps
could vary. They could average 3 percent as in the
GS, 2 percent as in the secretarial system, or the
value of the steps could vary along the pay range.
Finally, the pay adjustment cycle for employees
also could vary. We could give a step a year up to
step 10 and then a step every two years as in the
Foreign Service or modify the periodicity anyway
we desired.

For the greatest flexibility, the Task Force rec-
ommends an open pay range instead of steps, and
an annual salary adjustment consisting of both
permanent salary increases and bonuses. Under
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FIGURE
ILLUSTRATIVE PAY SCHEDULE
EXAMPLES OF OCCUPATIONAL PLACEMENT
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this option, employees would do at least as well as
they do under the GS. but, instead of less than 10
percent of our employees annually receiving some
performance recognition (special achievement
awards and quality step increases), we could give
performance recognition to approximately 50 per-
cent of our employees.

With an open pay range, the annual salary
adjustment—the permanent increase and the per-
formance bonus—would be expressed as a per-
centage of base pay instead of the fixed 3-percent
step under GS. Permanent increases tO salary
would be included in the base pay, and perfor-
mance bonuses would be paidin a lump sum. The
amount of permanent increase and performance
bonus that an employee receives would be based
on comparative evaluations conducted by panels.

Salary Grids

The mechanism typically used in the private
sector and by quasi-public organizations such as
the Tennessee Valley Authority to determine the
amount of the salary distribution given the em-
ployee in permanent pay increase and bonus is the
salary grid. The salary grid is adjusted annually
based on available budget and projected pay in-
creases. To develop the salary grid contained in
this report, we used a computer model to simulate
the movement of our entire population through
the proposed pay schedule. A variety of simula-
tions were run using varying percents of bonuses,
permanent pay increases, attrition and accession
rates, and population distributions by perfor-
mance and level. A separate set of simulations was
run on the Operations Officer population to simu-
late the effect on a specific occupation. Distribu-
tion options were developed on the basis of as-
sumed performance rankings and an allocation of
money between bonuses and permanent increases.
For the simulations, we used the rule that employ-
ees performing at satisfactory or higher level
would earn at least as much as under the GS.

In the simulations we have completed, we were
able to design an incentive pay planning grid that
recognizes top performers better than the GS
system. In the grid distributions shown in table 3,
outstanding performers (for budget purposes as-
sumed to be 20 percent of the population) could
receive annually a range of salary adjustments of
between 8 and 12 percent divided into permanent
increases and performance bonuses. The superior
performers (assumed to be 30 percent of the

population) could receive a range of salary adjust-
ments of between 4 and 7 percent divided into
permanent increases and performance bonuses.
The average performer could expect to continue t0
receive combined permanent increases and bonus-
es that at least equal those under the GS. Addition-
al grids are being modeled to assess the effects of
attrition, accession, population distributions by
performance and place in pay level, and promo-
tion rates on the personal services budget. These
simulations would permit us to refine the initial
design and better project the personal services
monies needed for the incentive pay program.

The actual process of developing the annual
incentive plan begins with the Comptroller’s iden-
tifying the amount of money available for the
incentive program. This would include money that
now goes to permanent step increases, to quality
step increases, 0 special achievement awards, the
normal projected personnel salary growth, and any
additional money allocated to the incentive pro-
gram. Then, using this budgeted amount, the Of-
fice of Personnel (OP) would develop an incentive
pay planning grid based on data showing current
employee salaries and placement within the pay
range, and on the following assumptions:

« A performance distribution, for example, of 20
percent outstanding, 30 percent superior, and
approximately 50 percent fully satisfactory.

« A division of the salary adjustment into per-
manent increase and bonus that would vary as
the employee moves along the pay range.

In the example, we took a dollar amount within
cost guidelines postulated by the Executive Direc-
tor and developed an incentive pay planning grid
shown in table 3.

We determined that the budget for that year
allowed outstanding employees to get an average
10-percent adjustment, superior employees to get
an average 6-percent adjustment, and fully satis-
factory employees to receive at least what they
would under GS. The analysis was refined further
to divide the money into performance bonus and
permanent pay increase. Thus, at the fully satisfac-
tory level, the employee in the first part of the
salary range, the first quartile, would get a 3-
percent permanent increase equivalent to the regu-
lar GS step and could get a 1-percent performance
bonus. The fully satisfactory employee in the top
of the salary range, the fourth quartile, who would
now get only a GS step every three years would get

- 22
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Table 3 Percent
Incentive Pay Planning Grid
Performance Population Quartile Position in Pay Range
Distribution
Assumed for Ist 2nd 3rd 4th
Budgeting o -
Outstanding 20 5B 6B 6B 7B
5P 4P 4P 3P
Superior 30 3B 4B 4B SB
3P 2P 2P 1P
Fully satisfactory * 50* 1B 1B 1B iB
3P 2P 1P 1P
Below fully satisfactory 1P 1Pb

)

Note: B = bonus. P = permanent increase

sFor budget purposes we have assumed 50 percent at the fully satisfactory level.

tManagement decides whether increase is awarded.

a l-percent permanent pay increase each year and
could be eligible for a 1-percent performance
bonus.

The employee ranked superior would do even
better than under the GS. In the first quartile, the
employee would get a 3-percent performance bo-
nus and a 3-percent permanent pay increase equiv-
alent to the GS step; in the fourth quartile, he or
she would get a S-percent performance bonus and
a l-percent permanent pay increase. The employee
ranked outstanding would do better still. In the
first quartile, he or she could get a 5-percent
performance bonus and a 35-percent permanent
pay increase; in the fourth quartile, the employee
would receive a 7-percent performance bonus and
a 3-percent permanent pay increase.

Once the incentive pay planning grid has been
developed, reviewed, and approved by the
EXCOM, incentive pay money would be allocated
to each Directorate based on its population. Salary
distribution guidance would be prepared for the
Directorates for use by the Directorate-level, com-
ponent-level, or subcomponent-level panels in
awarding pay adjustments.

Panels in the Directorates would then rank the
employees for individual incentive pay awards,
using current year performance as the basis for
ranking. The panels could give outstanding per-
formers 10 percent and superior performers 6
percent as assumed for budgeting purposes in table
3, but would also have the flexibility to distribute
the available pool of incentive pay using the

distribution shown in table 4. If a panel elects to

use the flexibility available to it, it would be
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Table 4
Salary Distribution Guidelines for
Panels, FY-1990

Total FY 1990 Personal Services $ for Your Organization $....

Incentive Share of
Total Salaries

Performance

Outstanding 8 to 12 percent

Superior 410 7 percent

0- to 2-percent bonus; scheduled
permanent increase based on posi-
tion in pay range. )

Fully satisfactory

Up to l-percent permanent increase
if below the midpoint of the pay
range and management wants o
offer some incentive to improve.

Below fully satisfactory

required to provide all employees judged to be
performing satisfactorily with the incentive award
specified in the incentive pay planning grid; to
award no