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HUMAN CAPITAL SUCCESSION PLANNING:
HOW THE FEDERAL GOVERNMENT CAN GET
A WORKFORCE TO ACHIEVE RESULTS

WEDNESDAY, OCTOBER 1, 2003

HOUSE OF REPRESENTATIVES,
SUBCOMMITTEE ON CIVIL SERVICE AND AGENCY
ORGANIZATION,
COMMITTEE ON GOVERNMENT REFORM,
Washington, DC.

The subcommittee met, pursuant to notice, at 2:03 p.m., in room
2203, Rayburn House Office Building, Hon. Jo Ann Davis of Vir-
ginia (chairwoman of the subcommittee) presiding.

Present: Representatives Jo Ann Davis of Virginia, Blackburn,
Davis of Illinois, and Norton.

Staff present: Ronald Martinson, staff director; B. Chad Bungard,
deputy staff director and senior counsel; Vaughn Murphy, legisla-
tive counsel; Robert White, director of communications; John
Landers, OPM detailee; Chris Barkley, legislative assistant/clerk;
Tania Shand, minority professional staff member; and Teresa
Coufal, minority assistant clerk.

Mrs. DAvVIS OF VIRGINIA. The Subcommittee on Civil Service and
Agency Organization will come to order. We are going to go ahead
and start. We would hope we will have a few more subcommittee
members joining us here shortly. There is probably at least three
other subcommittees of Government Reform going on at the
present time, not to mention all of our other committees, so we are
spread a little thin today.

I want to thank you all for joining us here today. In Congress
we are constantly confronted with very immediate problems, the
here and now, and we don’t always have the time to step back and
take a look at the bigger picture, and that is what we are going
to do here today, to take a longer-term look at the Federal work
force and some of the challenges confronting it.

Leadership succession in the public sector is a continuing concern
among human resources managers at all levels of government, and
in democracies across the globe. Today we will receive a General
Accounting Office study detailing efforts in four nations: United
Kingdom, Canada, Australia, and New Zealand.

And let me just stop here and say a welcome to a member of the
Parliament of New South Wales who is with us today, Mr. Matt
Brown. Matt, we welcome you and hope you will enjoy seeing how
we do it on this side of the water.

o))
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Today, when we hear about these four nations, we will hear how
they address the issue and some of the successful methods man-
agers there have developed.

The GAO recommendations include making sure top level leader-
ship is actively engaged in succession planning, linking succession
planning to your strategic plan, identifying and grooming talented
individuals early in their careers, and concentrating on develop-
ment and training.

That seems like a good recipe to me, and I will particularly note
the emphasis on staff development.

And I certainly hope that is not a vote that we are having just
as we start. If we have to have a vote you will have to excuse us
for a little bit if we take off. It seems to happen every time this
subcommittee meets.

One of the tools that we as a Government have been sorely lack-
ing is staff development and training, and that must change if we
are to meet the challenges of the coming years.

We have heard for years now that the Federal Government faces
a potential crisis in its top leadership. For example, as many as
half of the Senior Executive Service could retire by 2005. Whether
those worse case scenarios come true or not remains to be seen,
but, regardless, we must do a better job of preparing the next gen-
eration of leaders.

I want to again thank our distinguished guests for being here,
and it is nothing personal that we have to leave in the middle of
votes every time you guys come, or someone from your office, but
it tends to be happening here lately. I look forward to hearing your
remarks.

[The prepared statement of Hon. Jo Ann Davis follows:]
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Chairwoman Jo Ann Davis
Subcommittee on Civil Service and Agency Organization
“Human Capital Succession Planning:
How the Federal Government Can Get a Workforce to Achieve Results”
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Thank you all for joining us here today. In Congress, we are constantly confronted with very

INDEPENDENT

immediate problems, the here-and-now, and we don’t always have the time to step back at take a look at

the bigger picture. That is what we are going te do today, to take a longer-term look at the federal
workforce, and some of the challenges confronting it.

Leadership succession in the public sector is a continuing concern among human resources managers

at all levels of government, and in democracies across the globe. Today, we receive a General

Accounting Office study detailing efforts in four nations — the United Kingdom, Canada, Australia, and
New Zealand — to address this issue, and some of the successful methods managers there have developed.
The GAO recommendations include: making sure top-level leadership is actively engaged in succession
planning, linking succession planning 1o your strategic plan, identifying and grooming talented
individuals early in their careers, and concentrating on development and training.
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We've heard for years now that the federal government faces a potential crisis in its top leadership -
for example, that as many as half of the Senior Executive Service could retire by 2005. Whether those
worst-case scenarios come true or not remains to be seen, but regardless, we must do a better job of
preparing the next generation of leaders. ’

1 again thank our distinguished guests for being here, and I look forward to hearing your remarks.
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Mrs. DAVIS OF VIRGINIA. Our ranking member, Mr. Davis, isn’t
here yet, and if you will allow me, when he does come in, I will
break in between your testimonies to allow him to give his opening
remarks, if he would like to.

I ask unanimous consent that all Members have 5 legislative
days to submit written statements and questions for the hearing
record, and that any answers to written questions provided by the
witnesses also be included in the record. Without objection, it is so
ordered.

I ask unanimous consent that all exhibits, documents, and other
materials referred to by Members and the witnesses may be in-
cluded in the hearing record, and that all Members be permitted
1:10 re&zise and extend their remarks. Without objection, it is so or-

ered.

One item in particular I would like to insert into the record is
the testimony of the Department of Transportation regarding its
plans for human capital succession planning. Unfortunately, they
were not able to attend today, and, as such, the testimony will be
submitted. Without objection, it is so ordered.

It is the practice of this committee to administer the oath to all
witnesses, and if our witnesses could stand, I will administer the
oath. And, actually, if all the witnesses would like to stand at one
time, we can just do it all at once.

[Witnesses sworn.]

Mrs. DAVIS OF VIRGINIA. Let the record reflect that the witnesses
have answered in the affirmative.

And if you will please be seated.

Our first witness today is here from the General Accounting Of-
fice. Chris Mihm is the Director of Strategic Issues at GAO. Follow-
ing him will be another friend of this subcommittee, Dan Blair, the
Deputy Director of the Office of Personnel Management. And we
are very glad to have everyone who is here to testify before us
today to discuss this issue.

Mr. Mihm, we will begin with you, and you are recognized for
roughly 5 minutes. We don’t have a timer, so be my guest.

STATEMENTS OF J. CHRISTOPHER MIHM, DIRECTOR, STRATE-
GIC ISSUES, U.S. GENERAL ACCOUNTING OFFICE; AND DAN
G. BLAIR, DEPUTY DIRECTOR, OFFICE OF PERSONNEL MAN-
AGEMENT

Mr. MiaM. Well, thank you, Madam Chairwoman. It is indeed an
honor and a pleasure to appear before you today to discuss the
need for increased attention to succession planning and manage-
ment in the Federal Government. And I will take your guidance
and use my oral statement and keep it just to around 5 minutes.

Consistent with the point that you made in your opening state-
ment, my major point today is that the experiences of other coun-
tries provide insights to agencies here in the United States on how
to engage on broad, integrated, that is, long-term views of succes-
sion planning and management; and that these efforts are central
to identifying and developing the leaders, the managers, and the
work force necessary to meet the governance challenges of the 21st
century, that is that succession planning and management, when
done right, can help an agency become what it needs to be rather
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than simply recreating an existing organization that may no longer
be appropriate for emerging needs. In other words, succession plan-
ning 1s not so much focused on filling a specific p0s1t10n or refilling
a specific position, but is, rather, more concerned with what are the
competencies that we need to be successful and what is the best
way that we are going to get those competencies in the future.

As you noted in your opening statement, the demographic facts
are that the Federal Government faces a retirement wave in the
coming years, at some point it is coming. Fortunately, and partially
in response to these demographic realities, succession planning and
management is starting to receive increased attention by Congress,
as evidenced obviously by the hearing that you are holding today,
by OPM under the leadership of Director James and Deputy Direc-
tor Blair, by OMB, and by the agencies.

As you also mentioned in your opening statement, today you are
releasing a report that we prepared at your request and Senator
Voinovich’s request that shows some of the specific practices that
leading public sector organizations in Australia, including New
South Wales, Canada, New Zealand, and the United Kingdom are
implementing.

We learned first, and not surprisingly, that succession planning
and management in leading organizations has the support of top
management; and this is evident in at least three ways. First, top
leadership actively participates in succession planning initiatives;
it is not something that they allow to happen or that they staff out
to others, rather, it is something that they actively engage in. Sec-
ond, they use the results of the succession planning efforts in order
to actually staff new positions as a basis of decisionmaking. And,
third, they make sure that succession planning efforts have the re-
sources they need in order to be successful.

We are in obviously an exceedingly difficult budget time, but a
lot of these things aren’t budget neutral in the short term; that is,
there are difficult tradeoffs that need to be made, and if we are se-
rious about developing our people, we have to be willing to devote
the resources and the commitment and the time to do that.

Second, successful efforts link to strategic planning. We found
that leadlng organizations use their succession planning and man-
agement as a strategic planning tool that focuses on current and
future needs and develops pools of high potential staff in order to
meet the organization’s mission over the long-term.

Third, leading efforts identify talent from multiple organizational
levels, early in employees’ careers, and those with critical skills;
that is, succession planning is not just who is next in line, but let
us make sure that we have career development and career training
in place so that we are preparing an entire generation for the lead-
ership roles in the future.

Fourth, successful efforts emphasize development assignments;
that is, that these efforts have developmental or stretch assign-
ments for high potential employees in addition to the very impor-
tant formal training components of the succession planning pro-
grams.

Fifth, succession planning is understood as being instrumental to
addressing other human capital challenges such as diversity, lead-
ership capacity, and retention. Consistent with the importance of
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this practice, I understand the subcommittee will be holding a
hearing in the near future on SES diversity issues and the can-
didate development program.

Sixth, and finally, we learned from leading organizations that
succession planning and management is used to facilitate broader
transformation efforts; that is, effective succession planning and
management initiatives provide a powerful tool for fostering agency
transformation by selecting and developing leaders and managers
who support and champion change. I know this is a personal signa-
ture issue of yours of trying to get a handle on the overlap and du-
plication of programs here at the Federal level. If we are going to
be serious about attacking that, we need to have people, change
managers, in place that are capable of looking across organiza-
tional boundaries and making that change take place.

In summary, governmental agencies around the world are antici-
pating the need for leaders and other key employees with the nec-
essary competencies to successfully meet the complex challenges of
the 21st century. As a result, they are choosing succession planning
and management initiatives that go beyond simply replacing indi-
viduals, to initiatives that strategically position the organization
for the future. While of course there is no one right way for organi-
zations to manage the succession of their leadership and other key
employees, the experiences of the countries that we looked at, we
believe, provide insights for executive agencies here in the United
States that they could use to ensure that they have the succession
planning practices in place to protect and even enhance organiza-
tional capacity.

That concludes my statement. I would be happy to answer any
questions you may have.

[The prepared statement of Mr. Mihm follows:]
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Madam Chairwoman and Members of the Subcommittee:

I am pleased to be here today to discuss the need for increased attention
on succession planning and management in the federal government. My
main point today is that the experiences of other countries can provide
insights to agencies here in the United States on how to engage in broad,
integrated succession planning and manageraent efforts to identify and
develop the leaders, managers, and workforce necessary to meet the
challenges that will confront government in the 21* century. Chairwoman
Davis, today you are releasing a report that we prepared at your and
Senator Voinovich’s request that shows specific practices that leading
public sector organizations abroad are implementing as part of their
integrated succession planning and management initiatives that focus on
strengthening both current and future organizational capacity.'

We recently testified before your subcommittee that fundamental
questions need to be asked about what the federal government should do,
how it should do it, and in some cases, who should be doing it.” As federal
agencies seek to transform their cultures in response to governance
challenges, it is important to focus not just on the present but aiso on
future trends and challenges. As part of this reexamination, succession
planning and management can help the organization become what it needs
to be, rather than simply to recreate the existing organization.

Over the past several years, countries around the world have increasingly
come to recognize the challenges posed by succession. For example,
Canada faces a public service workforce with about 80 percent of both its
executives and executive feeder groups eligible to retire by the end of the
decade. In the United States, we project that more than half of all the
members of the Senior Executive Service (SES) employed by the
government in October 2000 will have left by October 2007° and about 15
percent of the overall federal workforce will retire from 2001 to 2006.

Despite such challenges, many federal agencies in the United States have
yet to adopt succession planning and management initiatives that

' U.5. General Accounting Office, Human Capital: Insights for U.S. Agencies from Other Countries’
ion Planning and itiati GAO-03-914 (Washington, D.C.: Sept. 15, 2003).

* U.S. General Accounting Office, Results-Oriented Government: Shaping the Governmendt, to Meet 21"
Century Chalienges, GAO-03-1168T (Washington, D.C.: Sept. 17, 2003).

*U.8. General Accounting Office, Senior Service: Rel U
Importance of Succession Planning, GAO/GGD-00-113BR (Washington, D.C.: May 12, 2000).

U.S. General Accounting Office, High-Risk Series: Strategic Human Capital Management, GAQ-03-
120 (Washingtor, D.C.: January 2003).

Page 1 GAO-04-127T
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adequately prepare them for the future. In 1997, the National Academy of
Public Administration reported that of the 27 agencies responding to its
survey, 2 agencies had a succession planning program or process in place.
In a 1999 joint Office of Personnel Management (OPM) and Senior
Executive Association survey of the SES, more than 50 percent of all
career members said that their agencies did not have a formal succession
planning program for the SES, and almost 75 percent said that their
agencies did not have such a program for managers.

Succession planning and management is starting to receive increased
attention. Madam Chairwoman, at your request, GAO is to review how
selected U.S. federal agencies are managing their succession challenges.
In addition, the Office of Management and Budget revised Circular A-11 to
require that federal agencies’ fiscal year 2005 annual performance plans
prepared under the Government Performance and Results Act identify
specific activities such as training, development, and staffing actions that
agencies plan to take to ensure leadership continuity. In addition, as part
of the administration’s efforts to impl the President’s M

Agenda, the OPM set the goal that continuity of leadership and knowledge
is assured through succession planning and professional development
programs in 25 percent of all federal agencies by July 2004.

Today, 1 will briefly highlight the key practices for effective succession
planning and management we identified abroad that we encourage federal
agencies to consider as they revise or develop their own programs in this
area. As you know from testimonies by the Comptroller General, GAO has
several initiatives to strengthen its current and fature organizational
capacity that are consistent with these practices. For example, we
implemented an Executive Candidate Development Program to prepare
candidates for assignment in the SES; hired senior-level individuals with
critical scientific, technical, and professional expertise; recruited and hired
diverse, high-caliber staff with needed skills and abilities; and instituted a
program that would allow select retirees to become reemployed annuitants
to facilitate the transfer of knowledge in critical areas and allow for a
smooth transfer of responsibilities, among other things.

Other Countries’
Succession Planning
and Management
Practices

Leading organizations engage in broad, integrated succession planning and
management efforts that focus on strengthening both current and future
organizational capacity. As part of this approach, these organizations
identify, develop, and select successors who are the right people, with the
right skills, at the right time for leadership and other key positions. We
identified specific succession planning and management practices that
agencies in Australia, Canada, New Zealand, and the United Kingdom are

Page 2 GAD-04-127T
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implementing that reflect this broader focus on building organizationat
capacity. Collectively, these agencies’ succession planning and
management initiatives demonstrated the following six practices.

1. Receive Active Support of Top Leadership. Effective succession
planning and management initiatives have the support and comumitment of
their organizations’ top leadership. In other governments and agencies, to
demonstrate its support of succession planning and management, top
leadership actively participates in the initiatives. For example, each year
the Secretary of the Cabinet, Ontario Public Service’s (OPS) top civil
servant, convenes and actively participates in a 2-day succession planning
and management retreat with the heads of every government ministry. At
ihis retreat, they discuss the anticipated leadership needs across the
government as well as the individual status of about 200 high-potential
executives who may be able to meet those needs over the next year or two.

Top leadership also demonstrates its support of succession planning and
management when it regularly uses these programs to develop, place, and
promote individuals. The Royal Canadian Mounted Police’s (RCMP)
senior executive committee regularly uses the agency’s succession
planning and management programs when making decisions to develop,
place, and promote its top 500-600 employees, both officers and civilians.
The RCMP's executive committee, consisting of the agency’s chief
executive, the chief human capital officer, and six other top officials,
meets quarterly to discuss the organization’s succession needs and to
make the specific decisions concerning individual staff necessary to
address those needs.

Lastly, top leaders demonstrate support by ensuring that their agency’s
succession planning and management initiatives receive sufficient funding
and staff resources necessary to operate effectively and are maintained
over time. Such commitment is critical since these initiatives can be
expensive because of the emphasis they place on participant development.
For example, a senior huimnan capital manager told us that the Chief
Executive of the Family Court of Australia (FCA) pledged to earmark
funds when he established a multiyear succession planning and
management program in 2002 despite predictions of possible budget cuts
facing FCA, Similarly, at Statistics Canada—the Canadian federal
government’s central statistics agency—the Chief Statistician of Canada
has set aside a percentage, in this case over 3 percent, of the total agency
budget to training and development, thus making resources available for
the operation of the agency's four leadership and management
development programs. According to a human capital official, this strong
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support has enabled the level of funding to remain fairly consistent over
the past 10 years.

2. Link to Strategic Planning. Leading organizations use succession
planning and management as a strategic planning tool that focuses on
current and future needs and develops pools of high-potential staff in order’
to meet the organization’s mission over the long term. Succession
planning and management initiatives focus on long-term goals, are closely
integrated with their strategic plans, and provide a broader perspective.

For example, Statistics Canada considers the human capital required to
achieve its strategic goals and objectives. During the 2001 strategic
planning process, the agency’s planning committees received projections
showing that a majority of the senior executives then in place would retire
by 2010, and the number of qualified assistant directors in the executive
development pool was insufficient to replace them. In response, the
agency increased the size of the pool and introduced a development
program of training, rotation, and mentoring to expedite the development
of those already in the pool.

For RCMP, succession planning and management is an integral part of the
agency’s multiyear human capital plan and directly supports its strategic
needs. It also provides the RCMP Commissioner and his executive
committee with an organizationwide picture of current and developing
leadership capacity across the organization’s many functional and
geographic lines. To achieve this, RCMP constructed a “succession
room™—a dedicated room with a graphic representation of current and
potential job positions for the organization's top 500-600 employees
covering its walls—where the Commissioner and his top executives meet
at least four times a year to discuss succession planning and management
for the entire organization.

3. Identify Talent from Multiple Organizational Levels, Early in
Careers, or with Critical Skills. Effective succession planning and
management initiatives identify high-performing employees from multiple
levels in the organization and still early in their careers. RCMP has three
separate development programs that identify and develop high-potential
employees at several organizational levels. For example, beginning at
entry level, the Full Potential Program reaches as far down as the front-line
constable and identifies and develops individuals, both civilians and
officers, who demonstrate the potential to take on a future management
role. For more experienced staff, RCMP’s Officer Candidate Development
Program identifies and prepares individnals for increased leadership and
managerial responsibilities and to successfully compete for admission to
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the officer candidate pool. Finally, RCMP's Senior Executive Development
Process helps to identify successors for the organization’s senior executive
corps by selecting and developing promising officers for potential
promotion to the senior executive levels.

The United Kingdom's Fast Stream program targets high-potential
individuals early in their civil service careers as well as recent college
graduates. The program places participants in a series of jobs designed to
provide experiences, each of which is linked to strengthening specific
competencies required for admission to the Senior Civil Service.
According to a senior program official, program participants are typically
promoted quickly, attaining midlevel management in an average of 3.5
years, and the Senior Civil Service in about 7 years after that.

In addition, leading organizations use succession planning and
management to identify and develop knowiedge and skills that are critical
in the workplace. For example, Transport Canada estimated that 69
percent of its safety and security regulatory employees, including
inspectors, are eligible for retirernent by 2008. Faced with the urgent need
to capture and pass on the inspectors’ expertise, judgment, and insights
before they retire, the agency embarked on a major knowledge
management initiative in 1999 as part of its succession planning and
management activities. To assist this knowledge transfer effort, Transport
Canada encouraged these inspectors to use human capital flexibilities
including preretirement transitional leave, which allows employees to
substantially reduce their workweek without reducing pension and
benefits payments, The Treasury Board of Canada Secretariat, a federal
central ranagement agency, found that besides providing easy access to
highly specialized knowledge, this initiative ensures a smooth transition of
knowledge from incumbents to successors.

4. Emphasize Devel al Assi; ts in Addition to Formal
Training. Leading succession planning and management initiatives
emphasize developmental or “stretch” assignments for high-potential
employees in addition to more formal training components. These
developmental assignments place staff in new roles or unfamiliar job
environments in order to strengthen skills and competencies and broaden
their experience. For example, in Canada’s Accelerated Executive
Development Program (AEXDP), developmental assignments form the
cornerstone of efforts to prepare senior executives for top leadership roles
in the public service. These assignments help enhance executive
competencies by having participants perform work in areas that are
unfamiliar or challenging to them in any of a large number of agencies
throughout the Canadian Public Service. For example, a participant with a
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background in policy could develop his or her managerial competencies
through an assignment to manage a direct service delivery programin a
different agency.

One challenge sometimes encountered with developmental assignments in
general is that executives and managers resist letting their high-potential
staff leave their current positions to move to another organization.
Agencies in other countries have developed several approaches to respond
to this challenge. For example, once individuals are accepted into
Canada’s AEXDP, they are employees of, and paid by, the Public Service
Commission, a central agency. Officials affiliated with AEXDP told us that
not having {o pay participants’ salaries makes executives more willing to
allow talented staff to leave for developmental assignments and fosters a
governmentwide, rather than an agency-specific, culture among the
AEXDP participants.

5. Address Specific Human Capital Challenges, Such as Diversity,
Leadership Capacity, and Retention. Leading organizations stay alert
to human capital challenges and respond accordingly. Government
agencies around the world, including in the United States, are facing
challenges in the demographic makeup and diversity of their senior
executives.

Achieve a More Diverse Workforce, Leading organizations recognize that

diversity can be an organizational strength that contributes to achieving
results. For example, the United Kingdom’s Cabinet Office created
Pathways, a 2-year program that identifies and develops senior managers
from ethnic minorities who have the potential to reach the Senior Civil
Service within 3 to 5 years. This program is intended to achieve a
governmentwide goal to double (from 1.6 percent to 3.2 percent) the
representation of ethnic minorities in the Senior Civil Service by 2005.
Pathways provides executive coaching, skills training, and the chance for
participants to demonstrate their potential and talent through a variety of
developmental activities such as projects and short-term work placements.

Maintain Leadership Capacity. Both at home and abroad, a large

percentage of senior executives will be eligible to retire over the next
several years. Canada is using AEXDP to address impending retirements
of assistant deputy ministers—one of the most senior executive-level
positions in its civil service. As of February 2003, for example, 76 percent
of this group are over 50, and approximately 75 percent are eligible to
retire between now and 2008. A recent independent evaluation of AEXDP
by an outside consulting firm found the program to be successful and
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concluded that AEXDP participants are promoted in greater numbers than,
and at a significantly accelerated rate over, their nonprogram counterparts.

Increase Retention of High-Potential Staff. Canada’s Office of the Auditor
General (OAG) uses succession planning and management to provide an
incentive for high-potential employees to stay with the organization and
thus preserve future leadership capacity. Specifically, OAG identified
increased retention rates of talented employees as one of the goais of the
succession planning and ranagement program it established in 2000. Over
the program’s first 18 months, annualized turnover in OAG’s high-potential
pool was 6.3 percent compared to 10.5 percent officewide. This official
told us that the retention of members of this high-potential pool was key to
OAG’s efforts to develop future leaders.

6. Facilitate Broader Transformation Efforts. Effective succession
planning and management initiatives provide a potentially powerful tool
for fostering broader governmentwide or agencywide transformation by
selecting and developing leaders and managers who support and champion
change. For example, in 1999, the United Kingdom launched a wide-
ranging reform program known as Modermising Government, which
focused on improving the quality, coordination, and accessibility of the
services government offered to its citizens. Beginning in 2000, the United
Kingdom's Cabinet Office started on a process that continues today of
restructuring the content of its leadership and management development
programs to reflect this new emphasis on service delivery. For example,
the Top Management Programme supports senior executives in developing
behavior and skills for effective and responsive service delivery, and
provides the opportunity to discuss and receive expert guidance in topics,
tools, and issues associated with the delivery and reform agenda. These
programs typically focus on specific areas that have traditionally not been
emphasized for executives, such as partnerships with the private sector
and risk and mar t

Preparing future leaders who could help the organization successfully
adapt to recent changes in how it delivers services is one of the objectives
of the FCA’s Leadership, Excellence, Achievement, Progression program.
Specifically, over the last few years FCA has placed an increased emphasis
on the needs of external stakeholders. This new emphasis is reflected in
the leadership capabilities FCA uses when selecting and developing
program participants. The program provides participants with a
combination of developmental assignments and formal training
opportunities that place an emphasis on areas such as project and people
management, leadership, and effective change management.
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In summary, Madam Chairwoman, as governmental agencies around the
world anticipate the need for leaders and other key employees with the
necessary competencies to successfully meet the complex challenges of
the 21" century, they are choosing succession planning and management
initiatives that go beyond simply replacing individuals in order to recreate
the existing organization, to initiatives that strategically position the
organization for the future. While there is no one right way for
organizations to manage the succession of their leaders and other key
employees, the experiences of agencies in these four countries provide
insights into how other governments are adopting succession practices
that protect and enhance organizational capacity. While governments’ and
agencies’ initiatives reflect their individual organizational structures,
cultures, and priorities, these practices can guide executive branch
agencies in the United States as they develop their own succession
planning and management initiatives in order to ensure that federal
agencies have the human capital capacity necessary to achieve their
organizational goals and effectively deliver results now and in the future,

Chairwoman Davis and Members of the Subcommittee, this concludes my
prepared statement. I would be pleased to answer any questions you may
have.

Contacts and
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Mrs. DAvVIS OF VIRGINIA. Thank you, Mr. Mihm.

Mr. Blair, we are happy to recognize you for whatever 5 minutes
is on your watch.

Mr. BraiR. Thank you, Madam Chairwoman. I appreciate that
very much. I have a rather lengthy written statement. I ask that
it be included for the record, and I will shorten that in my oral tes-
timony.

I am pleased to be here today, Congresswoman Blackburn. It is
good to be back. And it is also good to be in this panel with my
good friend Chris Mihm. I have worked with Chris for quite a long
time on many of these shared issues, and I find it a great oppor-
tunity to be here on the same panel today.

Let me briefly detail some of the work that we have done at
OPM to ensure that we have a good framework in place for agen-
cies to access in order to engage in good succession planning. Back
in 2001, OPM began working closely with the agencies, learning
about them, learning about their specific human capital problems
in order to help them develop plans and make commitments to
move toward more strategic management of their most important
asset, the work forces. In 2002, OPM, the Office of Management
and Budget, and GAO collaborated to issue a shared document,
“Human Capital Standards for Success,” which provided a clear set
of outcomes for agencies to use engaging their efforts. As a need
for more guidance became apparent, OPM developed a human cap-
ital assessment and accountability framework. This is a model to
guide agencies toward achieving these standards. Succession plan-
ning is woven throughout these six standards of success, and the
framework also focuses attention on agencies engaging in this prac-
tice.

OPM is charged with scoring agencies on the President’s execu-
tive branch score card, and we witnessed agencies moving from red
to yellow status. What this shows is that agencies are not only de-
veloping a good work force plan and strategies, but beginning to
implement them as well. Green scores will only be accorded when
the plans are implemented and we start to see real results, and,
honestly, we are not there yet, but we have seen progress, and that
is good news.

Further, work force planning and succession planning are not a
one-time event. Rather, we rate agencies on an ongoing quarterly
basis and, as the expression goes, what gets measured is what gets
done; and there is no more compelling way of attracting senior
level attention to an issue than by scoring it.

While the score card attracts senior level leadership attention to
improving HR management, there are also other ways. For in-
stance, the recently constituted Chief Human Capital Officers
Council will provide a venue for senior agency leaders to focus on
human resources needs. The Council, which was authorized by the
homeland security legislation, has formed a subcommittee specifi-
cally devoted to leadership development and succession planning,
and this will help institutionalize these efforts as agencies and de-
partments face changing work force needs.

We also need to build capacity in the HR field across Govern-
ment. We have featured trading and guidance on the new HR flexi-
bilities which were recently made available, and also OPM’s human
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capital officers, and these are our desk officers who are devoted to
specific agencies and departments, are available to advise agencies
on the host of human resource questions and needs which arise on
a daily basis. To do this, OPM had to undergo a significant restruc-
turing, which we completed last March. To many insiders, this
proved to be the most significant realignment of the agency since
its inception. We de-stovepiped 12 separate offices and services,
and formed 3 new externally oriented divisions intended to provide
our customers, the agencies, with the most contemporary and up
to date HR advice counsel and the services available.

OPM’s mission has changed. Indeed, our responsibilities in eval-
uating and assessing agencies’ progress on the human capital front,
ensuring employee safety and security, and ensuring compliance
with merit system principles throughout Government have grown,
and our new organizational structure will allow us to better deliver
on these missions and goals.

We also engaged on our own extensive succession planning. We
developed a new human capital plan, identified mission critical oc-
cupations and key competencies, and recently hired 18 new senior
executives under a streamlined approach. Our hiring of these ex-
ecutives, 14 of them in 49 days, shows that quality hiring can be
accomplished quickly when top agency leadership, in this case Di-
rector James, place a high emphasis and high priority on it.

These efforts are grounded on making sure that we have the fu-
ture talent available to carry out our mission. We have all heard
of the impending retirement wave. While actual retirements are
less than those originally predicted, we still must be prepared to
address the turnover which will eventually come. That is why to-
day’s hearing is so important, because it continues to focus on what
OPM and the Federal Government is doing to prepare for and en-
sure a sound and secure future of America.

Thank you, Madam Chairwoman and members of the committee.
I am happy to answer your questions.

[The prepared statement of Mr. Blair follows:]
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Good afternoon Madam Chairman, Ranking Member Davis and members of the
Subcommittee. I appreciate the opportunity to appear before you today to discuss our
efforts at the Office of Personnel Management (OPM) to help prepare the Federal
Government in succession planning.

OPM’s Role and Activities in Leading Agencies on the Strategic Management of
Human Capital

OPM, under the leadership of Director Kay Coles James, is leading the Government-wide
effort to transform human capital management so that agencies are held accountable for
managing their workforce effectively, efficiently, and in accordance with merit
principles. We advance the strategic activities of agencies as they implement world-class
human capital programs and human resources practices to achieve a results-focused
Federal workforce. We are leading agencies to build a diverse workplace plan and
manage their workforce to demonstrate results, while ensuring that they comply with
veterans’ preference and merit system principles. By improving workforce management,
we will ensure accountability and improve the way the Government works for its
citizens—oproviding national and homeland security, protecting our natural resources,
caring for veterans, etc.

Background

Since 2001, OPM has been working closely with specific agencies learning about each
agency and its human capital challenges and helping them develop plans and make
commiitments to move toward more strategic management of their human capital. We
see our role as both evaluative and consultative. Director James and the OPM team have
moved beyond making plans and begun implementing specific initiatives. The OPM team
has continued to develop relationships with senior agency leaders, engage them in efforts
aimed at producing strategic alignment of human capital with agency missions, and guide
them toward commitments that will produce results.

During 2002, OPM, the Office of Management and Budget (OMB), and the Government
Accounting Office (GAO) collaborated to revise the Human Capital Standards for
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Success to provide a clearer set of outcomes for agencies to use in gauging their efforts.
As the need for more guidance became evident, OPM also developed a Human Capital
Assessment and Accountability Framework to guide agencies toward achieving these
standards. We are sharing our guidance with the Inspector General (IG) community, the
Merit Systems Protection Board (MSPB) and interested stakeholders. Agencies are using
our guidance and sharing information to assess themselves and come closer to the
ultimate outcomes of good human capital management.

New OPM Structure

In order to ensure an agency-centric approach to human capital transformation, OPM
moved into an improved agency structure earlier this year. Under the leadership of
Director James, OPM restructured in March 2003 by eliminating 12 “stove-piped”
departments and merging them into three central divisions that are directly aligned with
our strategic goals, coupled with an internal management strategy that fully services and
supports Federal agencies. This new structure will enable OPM to lead the strategic
transformation of agencies toward human capital programs and human resources
practices designed to achieve a citizen-centered, results-focused and market-driven
Government.

As the “owner” of a key initiative in the President’s Management Agenda, Director
James is committed to providing agencies with all the necessary tools and resources to
reach the outcomes described in the Human Capital Standards for Success. The Human
Capital Officers serve as the agencies’ key contact and are continually and closely
engaged with their agencies to help them design new recruitment strategies, prepare
workforce and succession plans, identify needed job-related competencies, design and
implement new performance management plans, and ensure that agencies are building
shared accountability systems and following merit system principles.

Where We Are Headed

As many observed in recent years, the Federal Government’s effective management of its
most strategic resources — its people — faces daunting challenges. A decade of
downsizing left many agencies short of employees with critical skills. As the baby boom
generation ages, we see increasing numbers of employees eligible for retirement. The
lack of effective workforce planning over the last decade indeed threatens Government’s
ability to carry out its important critical mission. Given this scenario, 1 am pleased to
report progress is being made.

Agencies have seen the need to be forward-thinking and strategic about human capital
management as we help them objectively assess their challenges and focus their efforts.
Nearly every large agency now has a comprehensive human capital plan in place, linked
to their strategic goals, against which they are executing, and tracking, their efforts. We
have helped agencies move beyond the planning stages to implementing improvements in
all key areas of human capital management—talent, leadership and performance culture.
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As the President’s advisor on strategic human capital issues, Director James is
committed, to developing tools and providing support to help agencies succeed in their
human capital transformation efforts. The human capital initiative permeates all of our
activities and plans as an agency. We will continue to devote our resources toward
helping agencies build the capacity they need to make progress. We will continue to
work with agencies individually to identify both immediate and long-term human capital
goals that fit their situation and will allow them to improve at a pace appropriate to the
objective of transforming the agencies into high-performing organizations.

Retirement Trends and Workforce planning

Today, as the President’s strategic advisor on human capital issues, OPM is alert to trends
and changes occurring within the Federal workforce. I am pleased to tell you that the rate
of retirement of our Federal employees was not as great as was once anticipated.
Although a very high percentage of our workforce remains eligible for retirement, the
actual number of employees exercising that option remains quite stable.

Retirement projections by our Workforce Information and Planning staff at OPM are
updated annually using the most current three years of data, and cover full-time
permanent employees within the executive branch with certain exclusions (the FBI for
one). This model fooks at the probabilities of persons retiring based on the history of the
Federal workforce.

Because of the increased sophistication of our retirement projection model, our current
FY 2003 forecasts are lower and more in tune with actual historical retirements than
those made in FY 2002, as shown by the chart below.

FY 1998 FY 1999 FY 2000 FY 2001 FY 2002

Actual
Retirements

47,135 46,360 42,376 40,331 40,460

FY 2003 FY 2004 FY 2605
51,011 54,218 56,650

2002 Projected
Retirements
2003 Projected
Retirements

38,963 41,688 44,025

Actual and projected retirements are down from the FY 2002 forecasts which showed
11,368 greater retirements.

As the Workforce Information and Planning Group moves more intensely into the area of
workforce planning the projections and their monitoring will be strengthened. This
should be enhanced by the advent of the Employee Human Resource Information System
and its modeling components, which will allow monitoring and updating of these
forecasts on a much more frequent basis.
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Although the projected retirements may not be quite as high as once anticipated, the
losses projected are still serious, and we cannot relax our efforts to recruit and retain a
high-quality workforce. We are ever mindful of the impact the loss of expertise and
institutional knowledge can have upon individual agencies and work very closely with
them to ensure that they have effective strategies in place for dealing with this problem.

For example, the Department of Labor (DOL) places strong emphasis on identifying,
recruiting, and retaining high performing, committed leaders. In FY2002, DOL modified
its executive incentive system and revived its executive development and succession
program. DOL also used available workforce restructuring tools, such as early
retirements, to correct skills imbalances and open leadership opportunities.

OPM created the Human Capital Assessment and Accountability Framework (HCAAF),
as 1 mentioned earlier, to better review agency efforts and advise them on their strategic
human capital efforts. The framework has six standards — strategic alignment, workforce
planning and deployment, leadership and knowledge management, results-oriented
performance culture, talent and accountability — that provide guidance to the agencies on
building excellence in human capital. Succession planning at all levels of the
organization is woven throughout the six standards. There is emphasis on leadership
support, linking human capital to strategic planning, creating a recruiting strategy for all
levels of the organization and building a diverse workforce.

Agencies are collecting a wide variety of data to support their succession planning
efforts, including turnover data, workforce forecasting projections and information
pertaining to needed workforce competencies and competency gaps. Although there is
no regulatory requirement that agencies maintain an inventory of employee skills, we
hold them accountable for their efforts in this area by evaluating them against the
HCAAF. The standards require agencies to implement a workforce planning system to
identify and address gaps in mission critical occupations and competencies as well as in
the leadership ranks.

We require them to develop short- and long-term strategies and targeted investments in
people to create a quality workplace that continues to attract and retain talent. The OPM
Human Capital Assessment and Accountability Framework provides guidance to
agencies on their human capital efforts, including workforce planning to meet strategic
goals and objectives. Surveys like the Clinger-Cohen Assessment (CCA) Tool address
section 209 of the E-Government Act to analyze the human resource needs of the Federal
Government relating to information technology and information resource management.
The CCA tool will be used to satisfy the OMB requirement for an IT workforce
assessment. The intent of the tool is to allow agencies to gather information from this
source and to avoid creating individual agencies surveys. OPM sponsors knowledge
exchange workshops and professional development workshops for key agency officials
on workforce planning. In addition, OPM maintains a wealth of information on
workforce planning on its website.
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Human Capital Flexibilities

Director James guided OPM’s efforts to enact the many flexibilities now available for
agencies to use to meet their succession planning challenges, and OPM’s mnew
organizational structure provides the ideal vehicle for educating and assisting agencies in
the use of available human capital flexibilities. Among an extensive array of recruiting,
hiring, development, and retention flexibilities provided to Federal agencies are:

Recruitment and relocation bonuses

Payment of relocation expenses

Retention allowances

Voluntary Early Retirement Authority (VERA)

Voluntary Separation Incentive Payment (VSIP)

Category rating of job candidates (as an alternative to the “Rule of Three”)
Direct hire for critical shortage occupations

Temporary and term appointments

Payment of tuition for academic work leading to a degree

Repayment of student loans

YVVVVVVVVY

Taken as a whole, these flexibilities provide an unprecedented toolkit of incentives for
recruiting and retaining high quality professionals in the Federal Govermment.

Many of these flexibilities are of very recent origin, including those provided in the
Homeland Security Act of 2002, so our emphasis is on making aggressive use of what we
have been granted while continuing to seek new flexibilities as warranted from Congress.
The key to this effort is communication — making agency managers aware of these
flexibilities and guiding them as to how to use them effectively and appropriately - and
we are using a variety of methods to accomplish this goal. These include agency
briefings, conferences, press releases, meetings with interested constituency groups,
issuing detailed questions and answers, train-the-trainer sessions (where we train OPM
staff who can then spread the word to agencies), and creating web-based flexibility-
specific materials.

For example, last June and July, we invited agency managers and human resources
professionals to attend a series of briefings specific to several new flexibilities provided
for in the Homeland Security Act of 2002. In addition to our agency briefings, we issued
press releases alerting agencies to these important changes and are updating our web-
based information to include guidance about these flexibilities. The new interagency
Chief Human Capital Officer Council, created by the Homeland Security Act of 2002,
will be an additional vehicle to publicize and distribute flexibility documents, as well as
act as a forum for comments and suggestions.

‘With expanded flexibility there must also be accountability. Accountability is one the six
major areas under the Human Capital initiative of the President’s Management Agenda,
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so OPM is working closely with all major agencies to help them develop and implement
accountability systems to make sure the flexibilities are used appropriately. OPM also
conducts external reviews of agency Human Resource Management processes to ensure
their integrity.

Training and Development

Enhanced Federal training and development is another important element of the
Government-wide succession planning effort. Some examples are:

Expanded Academic Degree Authority was authorized in the Homeland Security
Act of 2002. OPM published interim regulations to implement this authority in
June 2003. This authority supports agency planning efforts by allowing them to
use academic degrees to addresses specific agency staffing problems, training
needs or strategic goals.

Payment for Professional Credentials was authorized through the National
Defense Authorization Act of 2002. This provides agencies an additional avenue
to develop specialized skills and knowledge within their workforce. OPM is
creating guidance to assist agencies in implementing this authority

OPM is developing implementation regulations for the new Information
Technology Exchange Program (ITEP) authorized through the E-Government Act
of 2002. The ITEP is intended to enhance and maintain a highly skilled and up to
date IT Federal workforce by enabling Federal agencies to bring in IT
professionals from the outside on a temporary basis.

To ensure that these tools are being put to the best possible use, agencies are
looking at ways to develop appropriate Return on Investment (ROI)
methodology/measures to support strategic planning and validity of training and
development programs. OPM is creating policies to promote agencies’
development and use of performance standards for IT training as required by the
E-Government Act 2002.

SSA has implemented a three tiered leadership development program. The three
programs are the Senior Executive Service Candidate Development Program (GS-
15 employees), the Advanced Leadership Program (GS-13 & 14 employees) and
the Leadership Development Program (GS-09 to GS-12 employees). The
programs are competency based in the areas of leading people, interpersonal and
communication skills, business acumen and achieving results. The programs
include a rigorous selection process in order to assure the individuals with the
highest leadership potential are engaged to achieve desired results. The programs
foster professional development and training through mentoring, rotational
assignments and core training sessions. To date, there have been 350 employees
selected for these three national programs - each program has been offered twice
and the number of selections has increased with each offering.

-6-
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Leadership

OPM is working with all major agencies through the President’s Management Agenda to
ensure that agencies are conducting the appropriate level of workforce planning including
executive succession planning. The Federal Government continues to face large numbers
of retirement-eligible executives with too few successors in the pipeline. The problem is
exacerbated by the fact that many new employees no longer plan on a 20-30 year Federal
career, which means fewer will remain in the Government to gradually develop needed
executive competencies without an active program to cultivate such leadership. As a
result, agencies are becoming more active than before in confronting and addressing
these issues, and best practices in this area are starting to emerge in agencies such as
Health and Human Services.

At the Government-wide level, OPM will soon launch an executive Candidate
Development Program (CDP). In 12-14 months, the CDP will deliver leaders who have
completed specified developmental assignments and are eligible for appointment to the
Senior Executive Service (SES), subject to Qualifications Review Board (QRB) review.
As agencies identify their leadership succession needs, the CDP will be a key tool in
meeting their short-to mid-term needs.

For example, the Department of Energy reported that they accepted applicants into the
selection process for the first class of the SES Candidate Development Program. In the
second quarter FYO03, they reported completion of the assessment center interview phase
of the Program. Energy anticipates that SES CDP candidate selections will be made in
the fourth quarter of FY03. About 30 candidates will be selected into this two year
program. Orientation and development of Executive Development Plans will be done in
the fourth quarter of FY03.

OPM is also encouraging agencies — in part by serving as an example of this practice ~ to
broaden their search for executives to include worthy candidates outside the Federal
Government. Under the leadership of Director James, OPM opened its recent SES
vacancy announcement to “all sources” and was successful in recruiting and hiring a
number of highly qualified candidates from outside the Government. Through its
executive leadership, OPM demonstrated what can be accomplished when resources are
focused on achieving a goal. OPM proved that the Federal hiring process can be
streamlined and can attract the ‘best and brightest’ to Federal service.

The Future

To address longer-term needs, OPM is also creating both an Executive Readiness
Program for mid-career employees to help create a cadre from which to draw future
executives. We are also in the process of modemizing the Presidential Management
Intern (PMI) program, to enhance our effectiveness in bringing high potential job
candidates into Government at the entry level. We will have more details later this Fall.
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Through these initiatives, OPM will continue to make executive succession planning a
top priority across Government.

OPM recognizes that for the 21% Century, the Federal human resource system must
become more varied and flexible. OPM will continue reviewing the existing OPM
regulations and guidance with a renewed focus on identifying those that can be changed,
as well as exploring ways for regulations to be interpreted more broadly. Although
previously focusing on clarity and readability, OPM will begin determining the relevance
and applicability of its regulations and how those interpretations can be used to provide
greater assistance and flexibility to agencies’” human capital management programs.

Additionally, OPM continues to pursue legislative options for additional flexibilities, as
well as encouraging efforts to bring about Government-wide authorization and
implementation of innovative practices and flexibilities that have been sufficiently tested
and considered successful. OPM was gratified to see one of the flexibilities that it has
successfully tested through numerous demonstration projects, categorical rating, enacted
Government-wide through the recent Homeland Security Act of 2002, and will continue
to champion the use of such successful personnel flexibilities. Additionally, buyout
authorities such as the Voluntary Separation Incentive Program (VSIP) and the Voluntary
Early Retirement Authority (VERA) are allowing agencies to restructure and reshape
their workforces in order to better meet their needs and allow them to achieve their
missions.

OPM also continues to support a proposal, not yet enacted, to eliminate the disincentive
under Civil Service Retirement System for employees who want to work part-time at the
end of their careers. Currently, the law requires the use of the earned average salary in
calculating benefits based on service prior to April 7, 1986. This results in an employee’s
average salary being frozen or lowered if the employee is part-time at the end of a career
because the last 3 years are generally the highest ecaming years. Adoption of this
proposal would provide another important new flexibility for agencies to use in
successton planning.

Today we are here to examine the status of succession planning in the Federal
Government. I want to assure the members of this subcommittee that OPM takes very
seriously its leadership role in attracting, hiring and retaining talent for Federal service.
In a little while you will hear from my colleagues at NASA, the EPA, the Department of
Transportation and Veterans Affaires. You will hear of the exciting programs they are
working on. You will hear how excellent leadership at the top of the agency drives
success. Further, you will hear how strategic human capital plans are cascading down
through the agencies. Once again, on behalf of Director James, I want to thank you for
the opportunity to testify before this subcommittee and 1 will look forward to any
questions you may have on this very important issue.
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Mrs. DAvis OF VIRGINIA. Thank you, Mr. Blair. It is always a
pleasure to have you here to testify before this committee, and you
too, Mr. Mihm.

I would like to now yield to our ranking member, Mr. Danny
Davis. Thank you, Danny, for being here. If you would like to give
an opening statement.

Mr. Davis or ILLiNois. Well, I think I will. Thank you very
much. This is indeed a very busy day, Madam Chairwoman, and
I want to thank you for your indulgence, and also let me thank you
for holding this hearing.

And as we begin, I want to indicate appreciation to Director
James and her staff for the close working relationships that have
developed and the kind of relationships that we have had with
them during this period of time.

We have heard of all the predictions that there is going to be a
wave of retirements in the Federal Civil Service, and more specifi-
cally within the Senior Executive Service. GAO has released two
reports that document the importance of succession planning and
the need to incorporate diversity as a management initiative in the
Senior Executive Service.

The first report, which was released in 2000 and was entitled
“Senior Executive Service Retirement Trends Underscore the Im-
portance of Succession Planning” found that of the 6,000 SESes
employed in September 1998, 71 percent will be eligible to retire
by 2005. The report also found that SES succession planning is not
being done in the Federal Government, and that OPM could do
more to help agencies with their succession plans and to monitor
their progress.

The second report, which was requested by myself and other
members of the Government Reform Committee, found that if cur-
rent promotion and hiring trends continue, the proportions of mi-
nority men and women among senior executives will likely remain
unchanged over the next 4 years. The report, titled “Senior Execu-
tive Service: Enhanced Agency Efforts Needed to Improve Diversity
at the Senior Corps,” which was released earlier this year, will be
the focus of a hearing the chairwoman has agreed to hold during
the coming weeks.

It is my understanding that at today’s hearing GAO will release
a report that will examine the succession planning efforts of other
countries. The report, which was requested by Chairwoman Davis
and Senator Voinovich, will help Federal agencies develop their
own succession planning and management initiatives.

This hearing will help the subcommittee to understand better the
current status of retirements in the Federal Government, how the
agencies are planning for the loss in leadership continuity and ex-
pertise, and what roles agency chief human capital officers and the
Office of Personnel Management can play in assisting agencies in
succession planning, and what impact retirements will have on the
diversity of the Senior Executive Service.

Of course, I look forward to the testimony and exchange of all the
witnesses, and again want to thank you, Chairwoman Davis, for
holding this hearing and for the work that you continue to do as
we explore human capital needs.

[The prepared statement of Hon. Danny K. Davis follows:]
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Chairwoman Davis, the General Accounting Office (GAO), the Office of Personnel
Management (OPM), public interest groups, and the media have predicted a wave of retirements
in the federal civil service, and more specifically, within the Senior Executive Service.

GAO has released two reports that document the importance of succession planning and
the need to incorporate diversity as a management initiative in the Senior Executive Service.

The first report, which was released in 2000, and was entitled “Senior Executive Service:
Retirement Trends Underscore the Importance of Succession Planning,” found that of the 6,000
SESers employed in September 1998, 71 percent will be eligible to retire by 2005. The report
also found that SES succession planning is not being done in the federal government, and that
OPM could do more to help agencies with their succession plans and to monitor their progress.

The second report, which was requested by myself and other members of the Government
Reform Committee, found that if current promotion and hiring trends continue, the proportions
of minority men and women among senior executives will likely remain unchanged over the next
four years. The report, “Senior Executive Service: Enhanced Agency Efforts Needed To
Improve Diversity at the Senior Corps,” which was released earlier this year, will be the focus of
a hearing the Chairwoman has agreed to hold during the coming weeks.

It is my understanding that at today’s hearing, GAO will release a report that will
examine the succession planning efforts of other countries. The report, which was requested by
Chairwoman Davis and Senator Voinovich, will help federal agencies develop their own
succession planning and management initiatives.

This hearing will help the Subcommittee to understand better the current status of
retirements in the federal government; how agencies are planning for the loss in leadership
continuity and expertise; what roles agency chief human capital officers and the Office of
Personnel Management can play in assisting agencies in succession planning; and what impact
retirements will have on the diversity of the Senior Executive Service.

1 ook forward to the testimony of the witnesses and thank them for being here today.
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Mrs. DAVIS OF VIRGINIA. Thank you, Mr. Davis.

I would like to turn now to Mrs. Blackburn and ask do you have
an opening statement?

Mrs. BLACKBURN. No.

Mrs. DAVIS OF VIRGINIA. Thank you, ma’am.

Mr. Davis, if you would like to begin with the questioning, I will
yield to you.

Mr. Davis orF ILLINOIS. Well, thank you very much. And let me
again thank the witnesses for appearing.

Mr. Blair, why don’t I start with you? You heard my opening
statement, and you heard the request that had been made and the
expression of concern relative to diversity within the SES ranks.
Could you share with us what the Office of Personnel Management
is currently doing and attempting to do that will help reverse those
trends?

Mr. BrAIR. I think, first and foremost, we have been working
closely with you, as you know, Congressman, in developing a Can-
didate Development Program for the SES, which has an eye toward
increasing the diversity in its ranks. I understand that is going to
be the subject of a hearing in the next couple weeks, and I don’t
want to take any thunder away from that hearing, but I think this
CDP is very important for meeting the goals that we share. I think
that there isn’t an agency head in this Government that is more
committed to achieving diversity than Director James, and I think
that conversations that you have had with her exemplify her com-
mitment toward working to that goal.

While we don’t have the CDP in place quite yet, let me just give
you a brief skeletal outline of what that will do. What we are look-
ing at doing is allowing people to apply to the CDP, work at agen-
cies, and once they graduate from the CDP program of instruction
over 12 to 14 months, they will be eligible to non-competitive ap-
pointment in the Senior Executive Service, subject to the QRB,
Qualifications Review Board, review. I think this will be a good
way of bringing people into the pipeline; it will be a good way of
staffing quickly. As we know, SES hiring takes far too long as it
stands right now, and if we are in a war for talent, that talent is
quickly snatched up by competitors.

One example of our efforts at diversity I think would be the re-
cent 14 new hires or 18 new hires that we have at OPM in our SES
ranks. We cast a very, very broad net when we advertised for that.
We did 14 of them with one vacancy announcement. We did it to
all sources; we brought people from inside the Government, outside
the Government, from inside OPM, outside OPM; and we brought
forth a very diverse rank of senior executives. I think that is an
example of what can be done when you have senior agency leader-
ship attention to a problem. And it is also a way of bringing about
a solution.

Mr. Davis oF ILLINOIS. Thank you very much.

Mr. Mihm, in GAO’s 2000 report on retirement trends in the
SES, GAO recommended that OPM improve its efforts to identify
and monitor agency succession planning efforts. Has OPM taken
sufficient steps since 2000 to assist agencies with their overall suc-
cession planning efforts?
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Mr. MiaM. Mr. Davis, we are following up on that now both be-
cause it was a recommendation in that report and also as part of
a separate request from the chairwoman to look at the succession
planning program that is in place across the Federal Government.
I had the opportunity to be at the kickoff meeting for the Can-
didate Development Program, I know that you spoke there, as well
as Director James, and so we are all looking forward to as the de-
tails of that roll out and as the program gets stood up.

One thing I would underscore, and Mr. Blair mentioned this, is
that diversity just doesn’t happen, it has to be planned for and you
have to work hard at it. That was the central message of the report
that we did in 2000, as you mentioned in your statement, that if
we don’t do anything, that is, if we keep with the program that we
have in place, we will, at best, keep with the current levels, which
are not viewed by many as being acceptable. So if we are serious
about having a more diverse Federal work force, we need to aug-
ment that with stronger and better programs. The work we did
overseas showed examples of agencies in other countries, in the
U.K. and Canada and elsewhere, that do instill as a central part
of their succession planning efforts a desire to have a more diverse
work force. That is part of the lens that we are going to be taking
as we begin to look at succession planning programs across Govern-
ment.

Mr. Davis oF ILLINOIS. As we look at across the board, and we
can leave the diversification out at the moment, let me just ask do
either one of you or both of you see the level of succession planning
meeting the need that has been predicted? I know we predicted
that lots of people were reaching the age where their beards turn
gray or their hair gets a little thinner and, you know, they move
on to other things. Overall, are we doing enough to prepare when
those individuals leave, that we are going to have the personnel
with the expertise and experience that is needed to operate the
highest levels of our Government?

Mr. BLAIR. Let me start on that. I don’t know if you can ever do
enough to prepare, but, indeed, light is being shown and heat is
being focused on this potential problem. Let us remember how we
got to where we are today. I think that the whole issue of work
force planning, in my view, is kind of an outgrowth of the GPRA,
the Results Act. When we first started asking agencies to define
their missions and goals and what they were supposed to be doing,
the next logical question was do they have the assets and the re-
sources to accomplish this. I think a great amount of credit goes
to GAO, to David Walker and his staff for highlighting what was
a very serious problem in that the Federal work force, should we
stay where we were at 5 years ago, wasn’t going to be prepared to
deliver on the results for the American people.

But in the past few years you have seen a number of reports
issued, a high emphasis on this. When I came over to OPM, we
have been engaged for the last 2 years focusing highly on what we
were going to do to prepare agencies for not only today or the im-
mediate future, but for the changing needs as we face the future;
and I think that while more needs to be done, a lot has been ac-
complished already. As I said in my opening statement, this isn’t
a one-time event, this is an ongoing process, because we can pre-
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pare for tomorrow, but tomorrow may not bring what we thought
it was going to. And so agencies, departments are going to have to
constantly evaluate and re-evaluate where they see themselves
going not only in the short-term and the long-term, but re-evaluate
what they need to have in order to accomplish those goals.

Mr. MiaM. I would agree with Mr. Blair, that much has been
done already, but needs to be done. In fact, that is often a joke
about a GAO report titled progress has been made, but more needs
to be done. The baseline, though, from which we are developing, we
have to keep in mind, is very low, and that is, as probably Mr.
Messner from the National Academy of Public Administration will
be able to testify, when NAPA did a study in 1997, only 2 of 27
agencies responding said that they had a succession planning pro-
gram in place. In 1999, a joint survey done by OPM and the Senior
Executive Association found that 50 percent of all career members
of the SES said they didn’t have a formal succession program in
their agency for SES, and 75 percent said they didn’t have a suc-
cession planning program for other important managers in those
agencies.

Often when we go into agencies and we find succession planning
that isn’t working well, what the problem is it is a focus on replac-
ing individual positions; that is, if Dan leaves, who is going to re-
place him, or if I leave, who is going to replace me. And that is im-
portant, but more important is a focus on where does this organiza-
tion need to be in the future. What do we want it to look like, what
sort of competencies do we want to have in the future, and what
are the strategies that we are going to put in place to get us there?
And that is not just looking at who is next in line for a slot, it is
looking early in people’s career; what sort of training and develop-
ment and exposure do we need to give them so that we are posi-
tioning an entire generation for leadership when they are ready.

Mr. DaAvis oF ILLINOIS. Well, let me thank both of you gentle-
men, and thank you, Madam Chairwoman, and just close by sug-
gestion that not only do I appreciate the comments of the wit-
nesses, but I also appreciate the integration with which the think-
ing seems to be, because I am pretty convinced that as we do suc-
cession planning, if we don’t plan diversification in that thinking
and in that process, it means that I am going to keep coming to
hearings and look in the room and see a room that looks pretty
much like this one, as opposed to looking different. I am a very
simple person, and I have often been told that what you see is
what you get, and so many of the hearings that I attend, quite
frankly, many of them there are no minority members at all; and
there are others they come like an old man’s teeth, that is, few and
far between. And I think it is just high time that we actually prac-
tice what we preach, I am saying, and if we don’t do the hard-nosed
planning and really do it, it is kind of like my mother used to tell
us, you know, what you do speaks so loudly until I can’t hear what
you are saying. And so I am appreciative of the direction that both
the agencies seem to be headed, and I really appreciate your testi-
mony.

Mr. BLAIR. Thank you, sir.

Mrs. DAvVIS OF VIRGINIA. Thank you, Mr. Davis.
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And, Mr. Blair, I don’t think you ever can prepare enough, as I
think my district will tell you since Hurricane Isabel hit and we
thought we were all prepared, but surely we were not.

Mrs. Blackburn, I will yield to you for questions.

Mrs. BLACKBURN. Thank you so much. And I hope you all can
hear me. I am kind of spread out with my collection of stuff I take
with me, and between two microphones here.

I thank you all for your comments on this, and also thank you
to you and your staffs for your work. I think that it is incredibly
important that the Federal Government, as an employer, create an
environment in which people feel as if they can succeed and they
can improve their quality of life. As one who enjoys mentoring indi-
viduals, especially women, I have always thought it was important
to communicate, when you are talking about leadership and leader-
ship skills that are used in the marketplace, to have people come
to an understanding that leadership is a transferable commodity,
and a skill developed is a skill retained and improved upon. And
I would like to know what you all are doing, or if in your systems
you have a plan that allows individuals, especially new hires,
younger hires, mid-career folks, to look at possibilities in other
agencies where their skills may be better placed or better used.

Mr. Mihm, I will go to you first with that.

Mr. MiHM. One of the most intriguing proposals and, in our view,
important proposals that is coming out of OPM is to augment and
perhaps even revitalize the Presidential Management Intern Pro-
gram, which is an entry-level program for certain exceedingly high
quality individuals and then to supplement that with, I am not
sure of the right acronym, but basically a mid-career program as
well. What we have often found in the past, and the complaint of
many people in the PMI program, would be while they love the pro-
gram and the opportunity to move around agencies or even within
a single agency, the problem had been that after a 2-year period,
when the internship ends, then it just ends, and the next time they
may be picked up or cared about in a very direct way would be if
they qualify 10, 15 years later for a Candidate Development Pro-
gram for the Executive Service.

The proposal, as we understand it, that OPM is making is con-
sistent with one of the better features that we saw in our discus-
sions with our counterparts in the United Kingdom. They have a
program called Fast Stream, which identifies high quality individ-
uals when they come in, recruits them into the service, and then
sticks with them, in a sense, giving them a set of developmental,
training opportunities, exactly, ma’am, what you are talking about,
moving them systematically around agencies so that they get expo-
sure to different situations and the government gets exposure to
them, and so that it is a win-win situation. So that is one of the
things we have liked best about the OPM proposal.

Mrs. BLACKBURN. Right.

Mr. Blair, before I come to you, let me ask you all this. With the
Employee Human Resource Info System and the Human Capital
Assessment and Accountability Workshop, how many different
agencies have that in place at this point?

Mr. BLAIR. I am not sure I understand your question. The EHRI
is one of the E-Government initiatives that we are working on right
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now, and what that is going to be is an electronic repository of em-
ployee information that will cover their entire career life span.

Mrs. BLACKBURN. So it is not in place.

Mr. BLAIR. It is not in place. It is in various phases of implemen-
tation.

Mrs. BLACKBURN. OK. And the total cost of that will be what?

Mr. BLAIR. I would have to get back with you. I know that the
Director testified last week that there will be significant savings
produced by all five of the E-Government initiatives, but I don’t
have that at the tip of my tongue right now.

Mrs. BLACKBURN. I would love to know that, I certainly would.

The Human Capital Assessment and Accountability Framework
[HCAAF], how many agencies is that in place in?

Mr. BrAir. Well, that will cover all 24 of the major agencies.

Mrs. BLACKBURN. OK.

Mr. BLAIR. What that framework is, it takes the six standards
for success, which if an agency is doing well and it is managing its
work force, it will meet those six standards, and what that frame-
work does, it says how do you get there; it is what cascades it down
and has critical factors and elements for success and a checklist of
whether or not you are performing well.

Mrs. BLACKBURN. But are they currently using that system, or
is that in the process of being implemented?

Mr. BLAIR. We are currently using that system in helping agen-
cies assess themselves and in assessing the agencies.

Mrs. BLACKBURN. In 24 agencies?

Mr. BLAIR. Yes.

Mrs. BLACKBURN. OK. Great.

Now, as you look at these initiatives, human capital initiatives,
how do you see general Government reform initiatives tying into
those with your human capital planning, your reshaping and reor-
ganizing Government, redefining jobs, redefining expectations from
specific jobs?

Mr. Mihm, you are shaking your head. Are you all working to-
ward a systematic reorganization of different departments, ex-
pected outcomes, and is there a timeframe for this?

Mr. MiaMm. Well, as you know, the Comptroller General has often
been talking about, for a variety of reasons, there is a need for
Government to fundamentally transform what it does and how it
does business, and in some cases even who does the Government’s
business. We think a central part of those change management ini-
tiatives must be, obviously, attention to the people element of that.
When we looked at senior executive, the top cadre of career execu-
tive perform plans 2 years ago, we found that, in our view, they
didn’t give sufficient attention to exactly the types of issues that
you are suggesting: change management, looking at the ability to
look across organizational boundaries and form alliances or part-
nerships with people in different organizations. They were real
good on a lot of basic business acumen, but they weren’t as good,
and this is the contracts, in what we need to do to really change
Government. That is something that we are working with Mr.
Blair’s staff on, to think about how we can better embed those
within the SES contracts, and I know that they have a very serious
initiative on that underway.
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Mr. BLAIR. Let me just add to that, that it is very important that
not only a senior executive knows what his or her contribution is
expected to be to the organization’s success, but you also need to
drive that down into the line employees as well. Individual employ-
ees need to know how their work is valued and what that value
is to the organization, because without that you don’t have the con-
tinuity or the kinds of expectations that you expect in helping em-
ployees reach overall mission goals and results. And so it is very,
very important that not only the senior executives, but line employ-
ees down to the lowest general schedule levels understand what
their job is and how that jobs relates to the mission of the agency.

Mr. MiHM. In our case, we call that creating a line of sight be-
tween individual performance and individual activities and organi-
zational goals, and I completely agree that it is absolutely critical.

Mrs. BLACKBURN. As you all move forward on this, are you
searching for appropriate ways to incentivize or reward the dif-
ferent divisions and agencies and individuals that meet their goals
and expected outcomes and provide superior performance?

Mr. BLAIR. Absolutely.

Mrs. BLACKBURN. Did I just 