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REPORT TO THE CONGRESS

BY THE COMPTROLLER GENFERAL
OF 7 Hz*' UNITED STATES

The Federal wore force should be no larger
than needed to do the essentiat work seguired
to accurmpbsh the pragrams and functions
authornized by the President and the Congress.

Federal manpower management can be imw
ptoved by empioying or otherwise acauinng
the most anpropriate types of personnel re
sources for spectfic circumstances and pur.
poses rather than by limiting the numt - of
persons that may be reported on the Feueral
payrott on 1 pa ticular day.

This summary report on personnel coiings
brisigs togetier a discussion of congressional
anvl executive branch acticn, current percep-
tons of agency officials ard managers, and
previous GAQ studres.
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TG the President of the Senate and the
Speaker of the Hougse of Renresentatives

Many cfficiels are dissatisfied with personnel ceilings
which oprovide little incentive for improving manpower wanage-
ment. This report discusses effects of yearend ceilings on
acengy overations and suggests @ oractical alternative.

Wwe mezde our review pursuant to the 3udget and Accountipgg
Act, 1921 (31 U.S.C. 53}, and the Accounting and Auditine Act
of 13850 (31 U.5.C. &7).

Copies of this report are being sent to the Director,

Office of Manasgement and Budget; the Chairman, Civil Servire
Commission: and the heads of depiartments and agencies included

in cur review.
a&.{«ﬁ&*ﬁe @}a A

Comptroller General
of the United States




. COMPTROLLER GENERAL'S PERSONNEL CEILINGS--A BARRIER
' REPORT TQ THE CONGRESS TO EFFECTIVE MANPOWER MANAGEMENT

Jear Shest.
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The Federal work force should be no larger
than needed to do the essential work re-
guired to accomplish the programs and func-
tions authorized by the President and the
Congress.

Pederal employment is controlled primarily
through personnel ceilings which the Office
of Hanagement and Budget establishes for
each agency. Also, since fiscal year 1975
the Congress has set an additional ceiling
on the Department of Defense, (See p. 11,)
In a recent fireside chat, the President
said he would put a ceiling on the number
of Federal employees as part of his effort
to reform and reorganize the Government

and to bring its growth under control.

{See p 28.)

In the budget process the agencies, Office
o© Management and Budget, the President,
ané the Congress giv: considerable atten-
tion to agencies' programs and functions
and the estimated funds and manpower needed
to accomplish them., (See pp. 14 to 17.}
This should provide effective control over
the agencies,

In addition. the Office of Management and
Budget imposes a personnel ceiling which
limits the number of employees an agency
may have on its payroll on the last day

of the fiscal year., regardless of the work
that must be accomplished and the funds
available., Distributing this ceiling among
its organizational elements and monitoring
actual employment by these elements to in-
sure that the -zeiling is not exceeded on

1 day of the year creates an administrative
burden and an illusion of control. (See

p. 27.)

Many officials are dissatisfied with persocnnel
ceilings which provide [ittle incentive for
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improved management and frustrate effective
manpower management, (See p. 22.}

Personnrel ceilings affect Government agencies
in several ways

--Services to the public and other zgencies
are reduced,

~--Essential work is deferred or canceled and
work backlogs are increaced.

--Imbalances between clerical and professional
staff and shortages in certain skills occur.
{(See p. 7.)

~-~-Managers become more concerned with the
maambhae AfF ankinally ammnimved
41U HIAIT L VJ— ycs DUI&O (=L PR L YR N J-f \.IHLJJ.UI A= ¥ WEL
1 particular day than with getting essen-
tial work done through the most effective,
efficient, and eccnomical use of people,

{See p. 3.)

-~If Government agencieg cannot directly
hire enough pecple to accomplish programs
and functions approved by the President

A +Fhoe QCammrac ~
and the Congress, they must pay employees

overtime or obtain the services of addi-
tional people indirectly through contracts
with private firms or through grants tc
institutiong and State and local govern-
ments,. Thece people are neither included
in employment ceilings nor counted as part
of the Federal work force. but must be
paid from Federal funds. (See p. 1l.)

-~Emphasis on limiting the number of persons
on the Federal payroll may obscure the
reality that the Government incur:z the
cost of all manpower resources devoted
to Federal programs even though many of
the people are not on the Federal payroll,
(See p. 2.)

n‘lrhmmh emn 1oymnn0— rcn}"rn:: may he a tool to
assure that concerns about the tota‘ nt mber
of Federal employees are met, ceilings are
at best an inferior substitute for effective

management, Management at all levels needs
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Tear Sheet

to aggrescively seek ways to improve produce
tivity. Improved coordination of workload,
funds, and manpower is needed. (See p. 27.)

In earlier repcrts, GAO suggested to the
Congress that funding or procoram limitations
would control the number of pers-ns Federal
agencies can employ., A&dditional controls
imposed by personnel ceilings--setting a

limit on the number of persons that actually
agency management of options for accomplishing
essential work,., {See p. 21.)

During fiscal year 1975 shortage of funds was
a more severe constraint than personnel ceil-
ings on the military services and the Customs
Service, This showed that funds do control
enmployment, An agency cannot hire workers
unless it has funds teo pay them, (See p. 7.}

The basic framework for a practical and effec~
tive alternative to vyearend personnel ceilings
already exists and is in operation in the bud-
get process. (See pp. 14 to 17.) Wwhat is
lacking iz confidence in the soundness of the
estimates prepared and submitted by the agen-
cies and in the ability and reliability of
agency managers to adhere to their estimates.
(See p. 22.)

With direction and guidance from the Office
of Management and Budget the agencies could
develop methods for preparing sound estimates
of the minimum manpower requirements of

all types to accomplish authorized programs
and functions, The agencies snould fully
document the processes and data used and make
this informaticn available to the Office and
the concerned congressiona: committecs for
evaluation, (See p. 22.)

This alternative to vearend personnel ceilings
would respond to the concerns of the President
and the Congress and the objectives of the
proposed Sunset Act of 1977. Since the budget
process takes place every vear and budget
examiners and congressional committees and
subcommittees monitor agency activities during
the year,. agency managers would have a hard

-3



time deviating substantislly from their esti+~
mates without approval., (See p. 22.)

Officials of most agencles reviewed support
a sealch for an effective alternative to -
externally imposed perscnnel ceilirngs. (See
p. 30.)

The former Director, Office of Management and
Budget, proposed establishing a task force to
develop criteria and plans for a controlled
and rigorous test to determine the feasibil-
ity of controlling employment levels by means
other than direct emplovment ceilings., Tte
present Director, Office of Management and
Budget, said he did not beiieve this is the
time to discontinue employment ceilings for
some agencies even on a limited, »xperimental
basis., {(See p. 29.}

Aggressive action thould be takem to improve
manpower management. Sipnce some officials
have reservations about whether employment
would be controlled without ceilings, a test
would be useful in demonstrating the effec-
tiveness of the budget process to reguire
agencies to prepare sound estimates of their
minimum manpower needs of all types and
agency managers to adhere to these estimates.

CAO recommends that the Director., Office of
Management and Budget:

--Establish a task force at the earliest prac-
ticable time to develop criteria and action
plans for a controlled and rigorous demon-
stration of th: feasibility and general ap-
plicability of the budget process as a con-
trol over total manpower resovrces, includ-
ing direct emplovment. The demonstration
project should be undertaken simultaneously
in several agencies with different types of
operations,

--Consult and coordinate closely with congres-

sional committees involved to invite their
support of this project and furnish the
committez»s periodic reports on the progress
of the deaxonstration effort.
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CHAPTEY 2

MANPTHER RANAGEHENY WITH PLRSUNNZL CFILINGS
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ACTIONS TARYEN 90 HELT YILAREND CEILINGE

»
pra

Since ceilings apply selely to the lzet day of the
fiacal year, agencles pay have nore oxployect dugung chs
year., If employvasnr tzends [ondicete that the nuzder of
enploveen may e larger than authorized by the ceiling
for the count date, an &Uency Eay Lake actian for the
specific purpogse of decressing the nurber of persons on
the payioll that aay.

Separating omployees in coanplisnce with C5C requis-
tiong iz time consuzing. During the vear #n &9¢RCY 0=
vicipating that itg actual esplovment may be above the
cerling at yearend may spply o freeze on Niting, request
suthority from 8¢ to offer early opticonai regirement o
eligible emplovecs, {nitiste s reduction 18 fofce, or
vake other action to get people off the payrell for the
day of asccountabilicy to avold a possible ceprizand by
oRg,

We examined documents and obtaiaed imformation
from ageney officialg on gowe actions taken Tty reot
yesrend ceilinag.,

«nin Decepber 1974 Avpy Forces Command
Hesdguarters and the Carrison at Forg
Sam Housnton temporerily converted (30
of the Forg's authorized FTP poztt! ias
tC temporary rart-time positions Lo
reach the June 306, 1975%, FTPF ceiling.
Thesge 130 pogitions were reconverted
to PTP postitions when the fiscal year
1976 personnel celling was established.

To meet fiscal year 1975 end strength
{ceilingl for naval shipyards, {t was
necessary to dismiss sbout 1.80¢0
tempotrary emplovecs before June 30,
-1975., Approximately 1,300 were rehirved
afver July 1, 1975, to sustain the
necessary work force.
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~oit June [27% the Rir Force Legiatice Command
onteined garly optional zetirenent authogiey
for nust of §1g tnstallaotions. &t Ooden Air
Loaistics Center, HESY Aly Force Basge, 290
precent of the setire~ents for the fiscal
Yuat occurced in June %73,

%0 ratnildin as such capshility as posaible
to exacuie the steigned wogki~ad, during
the vear sope Logiatics Comsang instsllae
tions hired Lemporary onpliovees wilh reeded
shllis, when they could be obralined,

“ilh the cxpectation of gepsrating them
in June 1975 §f srirition of permshent
eeployees was fnsufficient to meet thelr
vesrend cellings.

«=0n Ray 23, 197%. the Administrator of
Deneral Services feposed & hivring freere
en all G854 comporent organizations ag one
means of controlling exployrent to roach
the June 30 escigned ceiling, The
Adminiutrator rengved the hiring f{reezs
effective July I, but instructed conponents
except the Public Bullding Service that
ezployeent should not exceea the June 30
ceiling until congretsional sction wag
coppl-ted on the flscal vesr 1976 appro~
pristion,

--In past veare the Internal kevenue Service
(18} furloughed laroe nupbers of seasonal
epployeen working in the service centers
before June 30 and brought them back on tie
rollc in early July, According to IRS
officials, this procedure was erxpensive,
disruptive, and almost incomprehensible to
managers and employees alike. It involved
the wasteful effort of preparing and proc-
essing documents to release empioyeeg that
IS needed and had funds to peay and required
ovaluating and ranking employees to de~
termine who would be ssparated. This proc~
ogs reculted in the permanent loeg of many
experienced employecs,

i
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In June 1975 OWB granted the Department

of the Treagury's request for authoriza-
tion te exceed ite end-of-yesr ceiling for
temporaty erployees, Treasury pessed this
authorization on to IRE,

-=In Hovember 1975 the Veterans Adminis~
tration (VA} Arcs 4 Pield Director
instructed the Los Angeles Regional uffice
to ismediately concentrate on hiring to
meet increased ceilings, The memo said:
*We will be reoviewing progress in +his
area cleogely, as it ig necessary that we
£il1l these positions that we have in-
dicated to OME are desperately needed.”

~=At the Brentwood VA Hospital, Los Angeles,
epployees were hivred on & part-:ime (39~
hour week) or temporary basis w.th a prom-
ige of conversion to FTP status i{n the
following fiscal year. On July 6, 1975,
22 erployeesg hired during fiscal vear 1974
agsinst the "other™” ceiling were converted
to FTF status, Occasicnally, officials at
the hospr. gl asked emplovees in ¢ leave-
without-pay status not to return to work
until July.

--0n June 30. 1975, at the wadsworth VA
Hospital, Los Angeles, 76 empleyees hired
in late June were not reported against the
hospital's ceiling. Also, when i+ appeared
that the hospital would have too many FTP
or other emplovees on board as of June 30,
actions were taken through the computer to
reverse the recor.ed career status of an
appropriate number of employees. Changes
made in June were reversed in July, the
following fiscal year. No kotification
of Perconnel Action (SF S0) forms were pre-
pare¢ or recorded in the affected emplovees'
personnel records.
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EFFECTS OF CEILINGS ON OPERATIONS

Use of personnel ceilings to control civil employ-
ment affected the agencies we reviewed in several ways.
Services to the public and to other agencies were re-
duced. Essential work was deferred ¢r canceled and
wo.k backlogs increased. Alternate sources of manpower
were used. Imbalances between clerical and profes-
sional staff and shortages in certain skillis occurred.

We examined documerts and obtained information
on these effects and others from agency officials at
headquarters and field installations and activities.
{See app. 1V.) We did not verify essentiality of the
work, substantiate manpower requirements, or evaluate
the cost effectiveness of alternative actions taken or
that might have been taxen.

Officiels attributed some problems the agencies
ncountered to & combination of personnel ceilings,
shortage of {unds, and other constraints. Dusing
fiscal year 1975 shortage of funds provided a more
severe constraint on the military services and the
Customs Service than did personnel ceilings imposed by
the Congress or OMB. This showed that funds do con-
trol employment. An agency cannot hire workers unless
it has funds to pay them.

Officials of some agencies said problems resulted
solely from personnel ceilings. In two cases officials
of the parent agency and headauarters disagreed with
their elements that ceilings .lone contributed to certain
problems.

--Social Security Administration (SSA} officials
said that personnel ceilings, among other
things, had caused them to use overtime labor
extencsively and to defer essential work.
However, Department of Health, Education, and
Welfare (HEW) officials said that SSA's pro-
blems were not caused by overly restrictive
OMB personnel ceilings, but resulted from {1}
hiring employees before receiving authoriza-
tion for iucreased employment and (2) hiring
fuil-time employees instead of term employees.



In July 1974 SSA reguested HEW to approve an
increasge in S8S5A'r position authorization by
more than 12,000 FTP positions. These
increases were reguested so that SSA could
clear up existing backlogs, including those
associated with the supplemental security
income program, and complete certain one-
time work projects.

On March 11, 1975, the President authorized
a redistribution of HEW's total employment
ceiling for SSA, involving an increase of
1,500 FTP employees and 6,000, 2-year
limited-term employees (to be counted as
permanent employees for ceilinag purposes),
and 4,000 temporary employees. Before this
action was taken, SSA had started hiring
additional FTP employees. A hiring freeze
was imposed to prevent SSA from exceeding
its authorized FTP position level. HEW
said that SSA used erxtensive overtime in
fiscal year 1975 because of increased work-
load caused by the supplemental security
income program.

--Department of Housing and Urban Development
(HUD), Region 3, officiels said operating
problems were caused by personnel ceiling
controls, including reduced service to the
public; deferral of essential work; and
contracting for personal services. However,
HUD headguarters officials said that
Region 9 problems were independent of

________ 1 PPN I B e e ] b e P N 1 Tal s ~ -1
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HUD regions. Headquarters officials said
that if Region 9 had problems of personnel
shortages it was because the Congress had
not authorized enough positions and not
because of OMB-imposed ceilings.
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AGENCIES' VIEWS ON HOW PERSONNEL CEILINGS

MANPOWER

Most agency officials responding to our inguiries
said that personnel ceilings which apply only to the
last day of the fiscal year allow some flexibility in
their manpower management. Ceilings do not affect the
agencies' ability to adjust manpower levels of their
organizational elements during the year. However,
certain limitations were identified, and some officials
were dissatisfied with intra—agency controls over
emnployment.,

-~Federal Aviation Administration (FAA) of-
ficials said that limitations on
flexibility include (1) minimum yearend
employment levels prescribed for specific
programs, such as the Air Traffic and
Airway Facilities Program, by OMB and/or
the Office of the Secretary of Transporta-
tion, (2) delays in e'ther office in
cbtaining adjustment of ceilings by
transfer of positions to or from other
Federal agencies to accompany transfer of
functions, and {3) problems from reimburs-
able agreements negotiated during the vyear
with non-~Federal organizations, including
foreign governments.

-~GSA officials in San Francisco said they
were unable to transfer staff within and
between services without central office
approval, nor could they exceed their FTP
ceiling at any time during the year.

~-GSA officiasls in San Francisco and VA
officials in Los Angeles said that when
personnel ceilings prevent them from in-
creasing the size of their FTP work force,
use of temporary and intermittent employees
to do permanent-type functions is not alwavs
an effective alternative. A minimum of 1
vear of on-the-job training is required to
train new employees, and temporary appoint-
ments are usually limited to 700 hours. It



is not practicable to invest time and money
in persons who will leave the agency after £
a short period of employment.

~-~Navy officials said that flexibility existed
if they were given one overall ceiling free
of subsidiary controls or constraints, ]

--58h officials said that flexioility of manag-
ing manpower controlled bv ceilings decreases
the further down one goes in the organiza-~
tion.

~~-30il Conservation Service (5CS) officials
said that the agency's tentative employment
ceiling was established early in the
budgetary process, Later., additional re-
sponsibilities are often assigned that had
not been congidered when the employment
estimates were made or when firm ceilings were
established, and they must perform both the
originally planned work and the..additional work
with no increase in ceiling. An example is the
agricultural conservation program which often
is eliminated or reduced wher the President's
budget is prepared but which vhe Congress restores
each year. SCS has responsibility for technical
assgistance to the program and this generates
a need for about 530 stafi-years for which
no provision has been wmade. ‘

P A F e Sk ot M.

-~-VA officials in Los Angeles said they had
little flexibility in manacing empluyment
levels, Although ceilings apply te only 1
day of the year, only a certain number of
employees can realistically be carried on
the rolls at any one time. If too many
employees were hired during the fiscal
year and attrition was less than antic-
ipated, the reaion would be unable to

"meet the ceiling without conducting a
reduction in force.

weans
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CHAPTER 3

CONGRESSIONAL AND EXECUTIVE ACTION

TO CONTROL CIVILIAN EMPLOYMENT

Concern about the number of Federal employees is not
new. Action by the Congress or the erecutive branch, dis-
cussed below and cited in more detail in appendix II,
has been primarilv in the interest of economy and effi-
ciency and in the effective use of personnel. The pre-
domihate method of control over employment has been the
establishment of personnel ceilings.

CONGRESSIONAL ACTION

Public Law 77-821, December 22, 1942, required
department and agency heads in the executive branch to
present tc the Director, Bureau of the Budget, such in-
formation as he needed to justify the number of employees
in tneir departments and agencies. The act authorized *he
(1) Director to reduce the number of personnel by the
number he found to be in excess of their minimur require-
ments and (2) Civil Service Commission to transfer any
employees released to cother departments or agencies who
needed and could use thelir services effectively.

Public Law 79~106, the Federal Employees Pay Act of
1945, in section 607 entitled "Personnel Ceilings" (see
app. II) required the executive branch agencies to give the
bDirector, BOB, any information as he needed, at least
quarterly, to determine the number of full~time civilian
employees required for the proper and efficient per-
formance of their authorized functions. The act required
the Director, BOB, to determine at least quarterly
the number of full-time permanent employees and
staff~months of part-time employment needed by each agency,
in his opinion, and order any excess personnel to be
released or terminated.

Public Law 79-390, May 24, 1946, in section 14
entitled "Personnel Ceilings” amended section 607 of
Public Law 79-106. This act required the Director, BOB,
to determine the number of full-time civilian employees
and the staff-months of part-time employment on the basis

11
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of needs of the departments and agencics of the execul
tive branch and GAQO, The act established maximum
fiscal yvearend ceilings for the Depariments of Yar
the Navy and quarterly ceilings on the aggregate em-

ployment of all other departments and agencies. The

act permitted the Director, BOB, t¢ set lower ce=ilings
where he determined the number of employees to be more

than necessary Ic¢r the proper and efficient exercise of
authorized functions,

QHA
ani

Public Law 81-784, Budget and Accounting Procedures

t . L
hAct of 1950, on September 12, 1950, repealed section €07

T W PR A S 4 A2 X QCVLCIUU'
of Public Law 79-106, as amended., and terminated

statutory ceilings.,

On June 28, 1968, the Congress enacted the Revenue
and Expenditure Control Act of 1968 (Public Law 90-364).
Section 201, Limitation on the Number of Civilian Officers
and Employees in the Executive Branch, prescribed that,
with certain exceptions, no full-time civilian employee

be appointed to a permenent positicn in the execu
branch duri~j any month wher the number of employees

was greater than on June 30, 1966, During any such month
an agency could appoint persons to £ill 75 percent of the
vacancies in permanent positions. The act gave the
Director, BOB, responsibility for administering the hiring
limitations. The Congress repealed section 201 of the

Revenue and Expenditure Control Act of 1968 on July 22,
1959, .

Public Law 93-365, the Department of Defense
Appropriation Authorization Act. 1975, established separate
fiscal yearend civilian personnel ceilings for the Atrmy,
Navy, Air Force, and other DCD agencies combined.

Public Law 94-106, the Department of Defense Appro-
priation Authorization Act, 1976, established single
numerical civilian personnel ceilings for all of DOD for
the end of fiscal vear 1976 and for the end of the
fiscal year transition period, September 30, 1976, The
single ceiling covered not only civilians hired directly
by the Government but all foreign nationals hired indirectly

through special agreements with foreign governments,
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The act directed the Secretary of Defense Lo apportisn the
ceilings in such numbers as he prescribed among the Army,
Navy, &ir Force, and other DOD agencires. The act alsc
gave the Secretary of Defense authority to ificrease Lhe
ceiling by 1/2 percent when necesséry in the national
interest.

Public Law 94-361, the Department of Defense
Appropriation Authorization Act, 1977, estaeblished a single
numerical ceiling for DOD for the end of fiscal year 1977
with the same authority to increase the ceiling by 1/2
percent.

EXECUTIVE ACTION

Bureau of the Budget Circular A-44, issued June 13,
1951, communicated the views of the executive branch on
the conservarion and use of manpower in the Fcderal
Government to the heads of executive departments and
rstablishmentge. This circuler sa.d that the Presaident
stressed the importance of conserving menpowce and that
all ag- ncies would be responsible for giving this obiec~
tive top priority.

On June 28, 1965, BOB issued Circular A-64 {revised?
on position management systems and employment ceclings
to the heads of executive departments and agencies,
{See app. III.} This circulaer, still in effect,

"{a)} establishes criteria [or the operation of
an effective position management system, and
(b) sets forth information on the concepts and
procedures to be followed with regard to
employment ceilings, their observance, and re-~
lated reporting to the Bureau of the Budget.”

Circular A-64 (revised) defines executive branch pelicy
on these matters:

"Consistent with the policy of reducing Govern-
ment costs (see Bureau of the Budget Circclar

No. A-44, Revised, March 29, 1965), the President
expects each agency head to pursue vigorously

the efforts of his agency to acthieve lower en-
ployment levels and increased productivity

o '
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perforpance of feguired pervices.”

Ao et
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estivsies of the nusker ¢f opplovess neoded a1 ihe and nf
tho fiscal vess to Lill FIP ponitiong and parletire &4
teppotary posttions, Budawt esawinecs svalusle Lhése
estitates, atd perior ONE ificials and the President gane
gider them in relation 10 Srovrem PricTiting (b cgtablisring
the yoarondg ersloyrent guihoerieations (eoilivnrs) shown i
budgel aralyaen which tie Pregident [oiwatds o fhe {andgerzs,
Ol wflicialn 848d Last,. in lhe process, eaployaent foveln :
sre reiated O CsCisiong Bade Of Lhg Frefidfemits REoaran, :
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Cefiling: may be incresesrd ot decressed duiing ihe
vest to sdyuct pereonnel guthorizations {or charqges in
prograng or functions stivibutsatle to FPreridential,
congregsional, ~1 24ency sction, According 1o DB ‘
affi~dals, many veople fnfluence whete, and to what
extent, chenges are wade, Aqency officialis ate coniulicsd
about thely current progran priorities and cutrant
estizates of pereurnel needs., Budoel eraniners revisw
current datea of egency progracg, inciuding actins: faken
af being connsdered by the Congress, &nd they sungest
where ihe cuts should be zade, Tou OM8 offtcinle sdid
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Tiesident, asdvirse sffected sgencive of their revised
voatend ceilings,
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*A8 & recult of the Jongresn.onal Budget &et¢
by Hovemuner 1€ the President suue &inn sud
@it curtont aervices egtizates for the
gpconing fiocsl year. Thene o6 imates ate
prajections of the Ludgset authority and

autlays vequited to continue exivting
gr:a amg in the upcoming [iecsl yeas swithout
REY PCELCY chahqges.

*Congregsiangl action, The Congreps, whizt

has the power 9 changs any of the Pregidentts
tecompendations, beging its fornmsl review of
the budget when Lhe Fresident submits hig
current services esgtimatey. Feview of thege
estimates {5 intended to lay g bhase {or
consideration ¢f the Fregident's Janusry
pbudget,

“fefore considering appropristions for a
specific program, the Congress fivst enacts
legislat.on that svthorizes an agency to
carry out that program. Such legislation
suthorizes an appropriaction for the pro-
grem, and, in some cases, sets a limit on
the amount that can be appropriated.”

* * & * #
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*oadiut geecwrwon and contigl.  On0e
AUD e ved, tAe ooty DOCORTR Rl
Zimangral Rafst UGE LR OpR. XLr0AG LJ
F3encies during the Tiscal yes¢. #DE.
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S ApRdICicansnit SYBYeR Tial 4HENTon
the affegteve nd rluetiy use &L avaal-
shle suthorety.”
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“Review and sudit. Individuyzl acencies
Al geusonasinle oy gssucsng rhze the
oculigations chey wnzz=re snd the vesgli-
ing ouitlayys ate I8 &o00{dancd wailh the
laws and requlations,. The Office of
Managerent and Audget teviewd Rrogen
s7d fainencigl reporis ard the Gencral
Accaunsiag Dffice, & congressionsl
aguncy, redslarly audits, svalucten,
gad teperes on Fedeval @regzﬁmz.“

LOTRBLISHING PER
o afgliniiallls LB
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ALout the fame the Presidenc gends hiz bwiget to the
tongress, the Director, OMB, sends egch repartront an
ailowance letter which ivcludes yearend ceilingr on
full-time epployment in rerma.ent posifwon- and total
en;loyment. As rhown aoove (8el p. 12) for fiscal years
1955 through 1977, the (ongross established additional
civilian personnel ceilings for POD. The cerlings,
established by the Longress or OMB, may he increased
or decteased to adiust personnel suthorizations for
changes in progqramse &r functions attributsble o
Pregidenticl, congfessional, or agency actaion.

The agencies distribute their authorized employment
levels amoro their organivsational eiements, and the procees
continues downward until the operat.ng instailations and
activities are given ceilings. Although OMB counsiders
the ceilings applicable only to the last day of the fiscal
year, ags a practical matter the agencies anag their elements
recognize, and in some cases apply, these ceilings
throughout the year in determiming how to accomoiigh theis
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work through using Federal employees or by contract-
ing for services or products.

Agencies report to €5C their actual vearend
employment-~full time in permanent positions regard-
less of employee status or type of eppointment held,
and totel employment., CSC sumrmarizes the data for
2ll agencies and reports to OMB. To more accurately
reflect the permanent or continuing wecrk force, C3C
has recommended to OMB that agencies report exployees
according to their appointment status rather than by
type of position held.

PROPOSED LEGISLATION

On Februery 3. 1976, the Government Economyv and
Spending Reform Act -of 1976, S. 2925, wass introduced
in the Senate. The bill was to recuire review and
evaluation of Government progrars on & recular basis
to eliminate duplicarive era inactive programs and
insure that those progrems which the Congress con-
tinues accomplich their objectives efficiently and
4t a reasonable cost, ©On May 12, 14976, a Senaior., who
cosponsored S, 2925 and submitted an admendment that
would reguire stending committees to decide in acdvance
and veriolicallv reassess the amount and tynes of
personnel resources needed to perform Government pro-
grams effectively, efficiently. and responsibly,
commented in part, that:

"The heart of &§. [925 is the recuirerent that
Congress and the executive branch con-
sider the guantity ancé aquality of setvices
that can pe provided by alternative funding
levels, It seems to re that 1t is egually
important for Congrecs to consider alter-—
native rethods of accomplishing program
goals, for there are several wavs of cetting
the Governwent's work done. Wwe hire
empleoyees directly. he create public or
semipublic corporfations, We make grants to
State and local governments. We let contraces
with private nonprofit and for-profit organiza=-
tions to provide goods and services, In many
instances we are deliberate and open in making
these choices, * * *
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"Despite the proliferation of agencies anid
programs and the almost tripling of

Federal spending from 1365 to 1975, the
number of Federal civilian employees re-
nains about the same, 2.8 million, as it
Was a decade ago. Federal workers actually
constitute a smaller proportion of the
population today--12.0 per 1,000, estimated
for 1976-~than they did 20 years ago--14.0
per 1,000 in 1956, But since there has
been no moratorium on adding to the
Government's workload, agencies have ex-
ploited other ways of doing their jobs. One
of them is the use of private contractors.”

* % * ® ®

"The contract workforce must be counted as
part of the Government bureaucracy, and yet
neither Congress nor the executive exercises
anvthing like the degree of conircl over con-
tracting that we have over Federal employ-
ment. Because very few agencles maintain
adequate inventories, we have very little
idea how many contracts there are or how
much they cost and only a superficial
nocion of what they are for. OQur recent
experience with limitations on the number
of Federal erployees illustrates the
point that citizsns still pay the cost of
government regardless of the type of
manpower used.®

® * * * *

"The lesson is clear that reducing the
Federal workforce without reducing the
workload creates a dangerous and mislead-~
ing illusion of control. It controls the
numker of Federal workers, all right; but
it does not control costs, does not pro-
duce efficiency, and often forfeits
accountability."”

The Government Operations Committee approved 5. 2925,

but it was not enacted by the 94th Congress.

On January 1€, 1977, the Sunset Act of 1977, S. 2, was

introduced into the Senate by 43 members. The purpose of
this act is substantially the same as the purpose of S. 2925.
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CONCLUSIONS, AGENCY COMMENTS, AND RECOMMENDATICNS X

i

If Government agencies are to effectively, efficiently, 4

and economically accomplish the programs and functions *
authorized by the President and the Congress. they must 3
judiciously use the most appropriate kinds of manpower capable T
of producing the desired cesults, There is general agree- .
ment that civilian employment must be controlled, but b
opinions differ about the effectiveness of different control L
technigues, ' £
The predominate method of control over employment has ﬁ

been the establishment of personnel ceilings for each agency B
by the Office of Management and Budget. Since fiscal year 2
1975 the Congress has set an additional ceiling on the De- A
partment of Defense., The President and the Congress are .
concerned about effective, efficient, and economical use of 3
manpower, but they lack assurance that the agencies would 4
effectively control emplovament levels if they were not con- K
strained by numerical ceilings. ;
This lack of asrurance was expressed by the Senate :
Committee or Approptiations, commerting on the removal of s
ceilings from industrial fund activities, in its report 94~446 §
on the Department of Defense appropriation bill for 1976. .
¥

"Removal of ceiling controls from industriasl ;
funded activities (whose civilians now p
account for about 27 percent of the DOD i
civilian force) would inevitably mean that 4
activities would clamor to become industrially N
funded so that they would no longer need to p
justify their civilian manpower requirements :

to the Congress. This is a crucial point to ¥

the Appropriations Committee, since although :

we agree in concept with the position taken 3

by the General Accounting Office that finan- )

cial controls are more effective thanp ceil- H

ings in promoting efficient management of g
personnel, we find it particularly difficult *

to obtain clear-cut and adeguate justifica- %

tion of workload needs and funding require- i

ments at industrially funded activities. The 3

3
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justification material supporting overa-
tions and maintenance (0&M) funding re-
quests, the appropriation that is the
principal "customer® of the industrial
funds, does not cleariy differentiate the
pecrtion of funding for either current or
new programs that will go to industr:ial
funded activities, and the portion that
will go to direct funded activities.
These justifications do not directly ex-
-plain or justify the reasons for in-
creases in industrial-funded civilians.
Finally, and most critically, at the
present time, there can be no financial
control exercised on industrially funded
civilians., This is so because the pro-
visions of O&M funds in the appropriat+en
act does not identify the portion that
will go to pay for people, and the pPOrticr
. that will buy contracted services or
materials, nor does the Committee believe
that it should do this. If industrial
funded civilians were removed from
ceitling controls and subjected to funding
constraints only, the Committee would be
forced to place a limitation in the bill
on the amount of the Operation and
Maintenence funding that could be spent
for the pay of civilians. We believe that
such a step would be unwise, would promote
inefficiency, and ultimately become more
difficult to manage than the present
authorization ceiling controls.”

We do not recommend creating new kinds of ceilings on
personnel dollars or staff-years, 1In earlier reports to the
Congress (see app. V), we suggested that funding or pro-
gram limitations seemed to be an effective means of
controlling the number of persons an agency can emnloy.
Additional contrels imposed by personnel ceilings deprive
agency management of options for accomplishing essential
work through the most effective, efficient, and
economical use of the most appropriate type of manpower in
specific circumstances.



. This study has reaffirmed our understanding that the
main concern of the President and the Congresgs is that
agencies manage and uge needed manpower resources of all
kinds as effectively. efficlently., and economically as
possible. The President and the Congress, and OMB, the
Civil Service Commission, other agency officials are dis-
satisfied with personnel ceilings which provide little
incentive for improved management. Further. they are
a barrier to effective manpower management.

We believe the basic frame work for a practical and
effective alternative to yearena personnel ceilings
already exists and is in operation. In the budget process,
summarized on pages 14 to 17, the agencies, OMB, the
President, and the Congress give consideranle attention
to agencies*® estiwnated manpower needs, including employ-
ment levels. What is lacking is confidence in the sound-

" ness of the estimates prepared and submitted by the
agencieg and in the ability and reliability of agency
managers to adhere to their estimates.

We believe that, with direction and quidance from OMB,
the agencies could develop methods for preparing socund
estimates of the minimum manpower reguirements of all t, pes
to accomplish authorized programs and functions. The
agencies should fully document the processes and data
used and make this information available to CMB and
the concerned congressional committees for evaluation.

After the estimates have been reviewed and approved
by the President ana the Congress, OMB should require
the agencies to document and report the reasons for any
major changes. §Since the budget process takes place
every vear and budget examiners and congressional
oversight committees and subcommittees monitor agency
activities during the year, it will be difficult for
agency managers to deviate substantially from their
estimates without approval.

We recognize that modification of the budget process
will initially require intensive effort by OMB and the
agencies. However, we b-lieve that sound estimates of
manpower reguirements would be responsive to the concerns
" of the President and the Congress and the objectives of
the proposed Sunset Act of 1977.
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i
With the exception of Project REFPLEX (se¢ app. V},
we are not zware of any recent agency tests of using
civilian employment controls other than personnel ceilings.

AGENCY CCOMMENTS

We presented our findings to the Director, OMB, for
comment, and to the Chairman, CS8C, and the heads of all
agencies included in our review (see pp. 31 and 32) for
their information.

By letter of November 8, 1976 (see app. VII), the
Director, OMB, said: ’

"We are full agreement with the report's statement
that:

'*The Congress, the Presidermt, and OMB
are concerned about effective,
efficient, and economical use of
manpower, but they lack assurance that
the agencies wouid effectively control
employment levels if they were not
constrained by numerical ceilings.®

*Chapter 3 of the draft report is replete with
illustrations, anecdotal in character, that
strongly reinforce our lack of assurance that
agencies would control employment levels
without the ceiling constraint. * * * Clearly,
the thread ruvnning through chapters 3 and 4
of the draft report is that more Federal
employees, added funding, less interference
and fewer constraints by the Congress, th=
President, OMB, the Civil Service Commiss.on,
and higher level agency officials will result
in more effective program management in the
field.

"% % % glthough previous GRO reports * * *
have emphasized the need to consider the full
cost of emplovee benefits (e.g., retire-
ment), the draft report does not seem to
recognize the substantial hidden costs
associated with use of Federal employees.
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" In this regpect, the report seems to
accept statements concerning alleged
additional costs of contracting without

guestion,

"Likewise, the fact that employment ceil-
ings mighty result in increased contract-
ing in areas where the Federal Government
ie competitive with private firms and in
increased grants to State and local
governments in areas where those govern-
ments are as able as the Federal Govern-
ment to cartry oiit the orogram is not &
valid argument against employment
ceilings. On the contrary, it has been
the stated policy of this and prior
Administrations to favor private firms
and State and local ‘governments in such
circumstances. Implicitly., your draft
report takes issue with that policy.”

® % ¥ * ®

"We are also concerned that in developing
the report the GAQ solicited adverse
comment concerning personnel :eilings
without taking into account normal
predilections in favor of hizing more
Federal employvees. It iz natural for
managers to desire more personnel under
their direct control without restraint.
It is also natural to disregard all
indirect costs.”

The Federal work force should be no larger than needed
to do the essential work reguired to accomplish the vro-
grams and functions authorized by the President and the
Congress. If agencies need more manpower than allowed by
their assigned personnel ceilings. they must acguire the
additional manpower by other means. Even theugh the
Government ultimately bears the cost of all manpower used
in Fedesral programs, reports on Federal employment give
no recognition to mangower acquired through contracts
for personal services or through grants to institutions

and State and local governments,
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We are not suggesting that agencies be relieved of
all constraints or that total costs be¢ ignored. Reither
are we guestioning the policy that certain types of work
be contracted, This study is directed to the effects of
personnel ceilings which deprive agency management of
options for carrying out their responsibilities by
using the most effective, efficient, and economical means
available.

Bureau of the Budget {now OMB) Circular A-64, paragraph
4d (see app. III), provides that:

*Any decision to substitute the use of service
contracts for direct employment, or to change
the proportionate use of full-time (permanent
or temporary}, part-time., or intermittent
employment must be based on considerations of
effectiveness and economy in administering
Federal programs, and mugt not be used as a
Gevice to avoid compliance with the ceilings.,”

We believe consideration of available manpower opcions
should include comparisons of the total cost of dircect
employment with the total cost of contracting., However,
in Circular A-756 on policies for acquiring commercial or
industrial products and services for Government use, OMB
doec not require agencies to make cost comparisons before
contracting below certain dollar amounts. Further, OMB
seems to be moving away from the policy of requiring
agencies to make cost comparisons.

The President and the Congress control the agencies
and hold agency management accountable through exercise
of the budget process each year and oversight of their
operations during the vear. (See p. l14.) These processes
should reveal any significant wasteful practices or
circumvention of approved Government policies.

The Director. OMB, a2lso said:

"The report indicates that officials of most
agencies responding to GAC inguiries

stated that personnel ceilings allow them
some management flexibil .ty, since they
apply only to the last day of the vear.
This approach permits the agencies to
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adjust employment levels of their orcariza-
tional components during the course of :the
year. Hany of the problems cited in the
report are due to inadequate or inflexible
internal personnel management practices,
rather than to the brcad agency-wide,
vear—-end employmant ceilings.®

Most agency officials do not agree with OMB because
use of externally imposed ceilings is affected by other
constraints on manpower management, including CSC regula-
tions which must be applied in hiring and separating

emplovees.

C5C regulations previde a major limitation on an
agency's ability to increase its full-time permanent work
force during the year and decrease this work force to meet
the firm yearend ceiling. CSC has encouraged agencies to
hire part-time or temporary employees to meet the needs of
peak workloads or special work, but CSC regulations de{ine
the circumstances and types of positions in which these
employees may be used and OMB reguires that thev must be
counted against the ceiling for total employment.

Nearly all agency officials with whom we discussed
the use of personnel ceilings said that considerable
time throughout the year is spent keeping the combined
employment of headguarters of. ices and all organizational
elements within assigned ceilings. We found no agency
that had attempted to segregate and accumulate %he cost
of administering their ceilings.

In addition, the Director, OMB, =aid:

"As we have stated in previous communications
on this subject, we believe that:

'« . . employment ceilings exist to constrain
increases, primarily because of the proper con-~
cern of the President, many members of Congress,
anrd the public in the number of employees on the
Federal payroll, regardless of any other con-
siderations. Without ceilings, there would be
no effective control over these numbers, and
employment probably would anrease at a faster

pace than is now the case. . . .
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"It is the last phrase of the penultimata
gentence regardless of any other considera-
tions that has never 2een properly addregsed
in the many teports on the subject of enmploy=-
ment ceilings that vour Office has issued.

"Por these reasons, we continue to believe
that it is fundamentally desirable to con~
trol the nurher of employees on the Federal
payroll and that such a position correctly
reflects the preferences of the Congress,
the President, and the public.”

The phrase "regardless of any other considerations” hag
not been clearly defined. OMB officials intormally have
indicated that it may refer, in part, to the advantage of
precisely identifying the number of persons on the Federa)
payroll. In our opinion:

~-~Excessive emphasis on limiting the number of perscns
on the Federal payroll may obscure the reality that
the Government ‘ncu-s the cost of getting essential
work done recardless of the type of manpower used.

-~Pistributing peisonnel ceilings by agencies among
their organizational elements and monitoring actual
employment by these elements to insure that the
ceilings are not exceeded on 1 day of the year
creates an administrative burden and an illusion
of control.

--Although employment ceilings may be a tool to assure
the President and the Congress their ccncerns as to
the total number of employees are met, they are at
best an inferior substitute for effective managemert,
Management at all levels needs to aggressively seek
ways to improve productivity. Improved coordination
of workload, funds, and manpower i385 needed.

~-~The budget and appropriatiot prncesses provide the
President and the (ongress with effective means of
controlling the number of persons that can be hired.
An agency cannot have more employees than it has
funds to pay.

Personnel ceilings can force agencies to reevaluate
program and work priorities, consolidate work groups, or

27



eliminate merginal coperations or activities. ¥e bel.eve
that thege objectiver can be schieved through the bidget
process without personnel ceilinga. In regard to &ctienm
that night be taken, the Director, OHB, gaid:

"6 ¢ ® wyp weuld propose to establish

a2 task force that would develop criteris {or con~
ducting a controlled and rigorous test in one or
two suitable &Qﬁﬂyﬁeﬁ {o: pacts of aq&ncies%.

The task force would alsoe develop an action pian
to determine the feasiblility of ¢antrezl£nq ef~

ployment levels by meang other than by direct eme

ployment ceilinge,”

* L4 L] L ®

“We would expect that the development of the
criteris and the test itself vould take three
vears and would require the active coopsration
of the affected agencies as well ag the alioca-
ticen of resources by those involved.”

On March 2, 1977, OMB issued Belletin 77-7, on limita
on hiring and revision of employment ceilings, to the hes
of executive departments #nd agencies. The bulletin said

in part:

“In a recent fireside talk to the American
pecople, President Carter reaffirmed his
Administration's commitment to reform and -
reorganize the Federal Gowvernment and to

bring its growth under control., As part of
this effort, he promised to put a ceiling

on the number of Federal employees,

"It his memorandum of HMarch 1, the President
stated that, preparatory to establishing new
employmert ceilings, a thorough evaluation

of personnel requirements would be made to
determine the lowest number needed to operate
the Governmert ef, :ctively. In the interim,
the President haz ordered that a limitation on
hiring be imposed so as to maximize this Admin-
istrationts flexibility in meeting personnel
requirements within the new ceilings. This
procedure accepts the congensus of the advice
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gubmitted by the Ca“inet in response to the
President’s Pebrusry 11 request for views on
alternative smployment control systems,”

We invited the new Director, OMB, to comment on whether
he concurred vith the forwer Director's viewe on our findings,
ﬁyii@tter of March 24, 1977 (see app. VI), the Director, OMB,
saicds

"hAs you know, on March } the President imposz2d an
jmmediste,) temporacy limitotion on Federal civilian
hiting pending the establishment of revisce? employ-
ment cei1iings, dhig OLfice {8 naw In the process
of developing. under specific guidance from the
President, revised employment ceilings that are
expected to be lower than thoge provided with' the
1478 Budget by the previous Administration. Thus,
the issue of whether executive branch employment
ceilings will be continued has been resolved

for the immediate future.

“Under the circumstances, I do not believe
that this is the time to discontinue employ~
ment ceilinag for some sgencies--even on &
limited, experimental basis. Such an action
would be inequitable to the wast mejority

of agencies, who could not be included in
the experiment, Nor, 1f past experience is
any quide, would it further the Presideut's
objectives.,”

He support the Presidentfs plan to thoroughly evaluate
personnel requirements to determine the lowest number needed
to operate the Government effectively., Nor do we disagree
with his decision to continue to control Federal employment
through peisonnel cefilings in the immediate future. We
believe, however, that aggressive action should be taken to
improve manpower management,

As we have discucsed in this report and others, we
believe Federal manpower management can be improved by employ-
ing or otherwise acquiring the most appropri-le types of
perfsonne] reuources for specific circumstances and purposes
rather than by limiting the number of persons that may be
reported on the Federal payroll on 1 particular davy.

The fcrmer Nirector, OMB, proposed to establish a task

force to develop criteria and action plans for a conticlled
and rigorous test to determine the feasibility of controlling
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emzployment levels by means other than direct emplovment
ceilings. Since some cfficials have reservations about
whether employment would be controlled without ceilings,
we believe such a test would be useful in demonstrating
the effectiveness and general applicability cf the budget
process to require agencies to prepare sound ectimates of
their minimum manpower needs of all types and sgency man-
agers to adhere to these estimates.

Officials of CSC, the Department of Agriculture, the
Department of Housing and Urban Development. the Department
of Transportation. and the General Services Administration
conmmented that employment contiols other than personnel
ceilings should be exploced. (See apps. VIII, IX, X. XI,
and XI1.} Officials of DOD; the Department of Health,
Education, and Welfare; and the Department of the Treasury
expressed their support of a search for an effective alter-
native to externally imposed personnel ceilings. The
Veterans Administration did not comment,

RECOMHMERDATIONS

Iin view of the concern about how eifectively agencies
would ceontrol emp_oyment if personnel ceilings were rnot used,
we recommend that the Director, OMB:

~--Establish a task force at the earliest practicable
time to develop criteria and action plans for a con-
trolled and rigorous demonstration of the feasibility
and general applicability of the budget process as a
control over total manpower resources including direct
employment. The demonstration project should be under-
taken simultaneously in severel agencies with Jdirferent
types of operations.

--Consult and coordinate closely with tte congressional
committees involved to invite their support of this
project, and furnish the committees periodic reports
on the progress of the demonstration effort.
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CHAPTER S

SCOPE_QF REVIEW

We examined Office of Management and Budget and Civi.
Service Commission quidelines and militarv and civil agency
procedures and practices for ranaging and repotting civilian
employment.,

We selected the military instellations and civilian
activities on the basis of (1)} large civilian employee
populations, (2) stable or increasing worklcads, or (3)
known problems with personnel limitations., We selected
certain military installations because chey are industrially
funded or have & large mix of civilian »2d military personnel.
Several civil agencies were aiso selucted because of their
public service or revenue-producing functions.

Listed below are the agencies reviewed., We obtained
general Lnformetion and responses to specific guestions fioas
military and civilian agency headquarters and military com-
tands. At headquarters and field installations and avtivi-
ties, we reviewed or obtained information to identify end
docunment specific casesg showing effects of managing through
personnel ceilings.

DEPARTMERT OF DEFENSE:
Army:
Army Material Command
Major Item Data Agency
Army Garrisnn (Post), San Antonio. Texas
Brooke Army Hedical Center, San Antonio, Texas
Red River Army Depot, Texarkana, Texas

Navy:
Naval Air Systems Command
Naval Sca Systems Command
Maval Air Rework Facility. North Island, San Diego.
California
Philadelphia Naval Shipyard, Philadelphia, Pennsylvania

Alr Force:
Leogistics Command
Military Airlift Command
Military &irlift Command Units, Scott AFB, Illirois
Ogden Air Logistics Center, Hill AFB, {gden, Utah
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DEPARTMERT OF AGRICULTURE: g
Seil Conservation Service: 4
Kontena State Conservationists' Office, Bozeman, ;

Hontana
Nezeh Dakote State Conservaticnists' Office,
Bismarck, Horth Dakota
Colorado State Conservationists® Office, Denver,

Colorado
Area One Office, Grend Junction, Colorado

General Services Admiaistration:
Federal Supply Bervice
Public Building Service
Rational Archives and Records Scrvice
Automated bData and Telecommunications Service

Region IX, San Francisco, Lalifornia

DEPARTHENT OF HEALTH, EDUCATION, AND WELPARE:
Social Segurity Administration, Baltimore, Maryland
Region 7, Kansas City, Hissouri
Bureau of District Qffice Orerations, Kansas City,

Migaocuri
Bureav of Retirement and Survivors Inzurance, Yid-

American Progrem Center, Kansas City, Missouri

AE kRS L LS sy U gy B8 Lol ansm Rtttz 5t A
B vaas RN S
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DEPARTHENT OF HOUSING AHD URBAN DEVELNPMENT:
Region %, San Prancisco, Califo: 2

DEPARTMENT OF TRAKSPORTATION:
PAA Great Lakes Region, Des Plaines, Illinois

DEPARTKENT OF THE TREASURY:
Custome Service, Region IX, Chicago, Illincis

Custors District Office, Chicago, Illinois
Customs District Office, Minneapolis, Minnesotia
Internal Revenue Service Mid-Atlantic Region,
Philadelphia, Pennsylvania
IRS Philadelphia Service Center, Philadelphia, Pennsylvanie

bt v danarn

VETERANS ADHMINISTRATION:
Regional Office, Los Angeles, California

Brentwood Hospital, Los Angeles, Caliicrnia
Wadsworth Hospital, Los Angeles, California
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APPENDIX I
PEFSONNEL CLILINGB AND REPOKTED EXPLOYRIEY
Fiecal yese 287
- Teport
Assigned esployment
cetiwn {note o
hgencys Farpsiiae it pgrriitee 2t -
gonpoacnt pereancat  Total  permarent  Total
Depactaent of Agrilculrire: 80,250 112,9%0 73,1313 116,386
Soil Congervation Service 13,97% 16,228 13,579 16,195
Gepartsent of Delense
frote bi: te} 935,008 ¥54,721 989,32}
Departeent of Arey: 1i§,.21¢0 337,547 315,611 138,05
hrey Noterial Command {c) 116.90G (c) (ch
Depatrtxent of thy NHavy: ¥GT,E47 3’8,132 306,760 3¢, 438
fiaval At Syetems Command 41,509 41,534 43,098 41,602
Siavsi Sea Systess Command .34 93,526 91.851 93,240
Depactaont of the hir Foarce: 263,304 265.578 261,528 263,75¢
A1y Yorce Loqistics Command 3} 89,661 90,360 90,494
Nilttary Atslift Conmand idt 16,141 15,527 15,587
Ceneral Setvices Adoingge
tratian 16,806 348,006 36,400 18,219
Depattent of health,
Lducsatlon, snd welfary e/131,584 183,932 12y.24% 141,804
Socisl Secupity Adeinin- .
tration 76,369 45,64, 72,333 79,958
Bepartaent 4f iogzing and
Urban Develcpment 15,200 17.32¢ 15,142 16,681
Depattment of Trragpor-
tation 16,128 12,128 70. 345 12,515
Pedere] Avistion AdGeinise
tratron 94,88% 55.862 54,88% 55,886
Depatimeant of the Teeanury 109,057 120,891 108,178 119,281
Cugtows Service 14,248 i%.631 14,546 15,450
Internal Revenge Secvice 13,748 B2,241 71.710Q 81.c64
Veterens Adeinietration 186,207 209.436 164,502 209,133

sfiaten fram XL ceiling dats portion of C$C's SF 1134, which is based on the
poaitiond cecupled by omployees, without tegqord L0 the type of sppeintments
held., This intormatien does not agfee with CSC's Ceatral Personncl Dara
File, which ceports the nurber of eceployees by Lypeg of appointments held.

b/Aesigned cefling and reported cmployrent {or DOD erd the oilitary services
include all ditect-hire civilian personnel employed to perfora ajlitary
functions,

c/infurmation not avsfisble,

&/The Alr Force does not allacate {ull-time permanent posgitions to cormands/
Lases, .

e/Excludes ceiling for St, Elizabeth‘n Gospitsl (13,911} due Lo the proposed
transler to the District of Columbia qovernment.
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_Eiscal year 1978

Agsiqne
cesling
Fall=tire
perzsnent
81,061
13,175

{ci

{c}
111,427
{c}
te)
tel
[£-3]
{c)
{c}

J6,697
er132.639
78,131
15,200
71,967
56,092
182,454
13,9132

S.363
199,72%

d

Tote]

114,701
16,018

19,517
144,967
85,617
17,324
71,967
57,089
121.9%¢
15,236

63,162
241,020



APPENDIX 11 APPENDIX II

EXCERPTS FROM CERTAIN PUBLIC LAWS

ERACTED TC CONTROL FPEDERAL EWPLOYMENT

Public Lew 78-106, the Federal Employment Act of 1345, section
607, entitied “Forsonnal Celiings,® in part:

“a. It is hereby declered to ba the sense of the Congress
that in the {nterest of econcsy and efficlency the heeds o
departmants, and of {ndependent esteblishments or agencies, fin
the executive branch, tncluding Govermment-owned or contruiled
corporgtions, shall terminate the emloyment of such of the
employees thereof ss are not required for the proper end
efficient perforeance of the functions of thefr respective
departments, establishments, and agencies.

“b. The heweds of departments, and of {ndependent estab-
liskments or sgenciec, {n the executive brench, including
Govarnment-owned or controlled corporations, shall present to
the Dirscter of the Bureau of the Budget such {nformation as the
Cirector shall from time to time, but at lesst quarterly,
reguire for the purpose of determining the numbers of full-tims
civilian amployees {including full-time intermittent employees
who are paid on a when actually employed basis “ required
within the United States for the proper and efficient
performance of the authorized functions of thelr respective
deparimants, establishmants, and agencies. The Director shall,
within sixty days afte- the date of enactment of this Act
and from time to time, but &t lesst ouarterly, thereafter,
determing the numbers of full-time employees and mun-months of
part-time employment, which {n his opinfon are required for such
purpose, and any personnel or esmployment in such department,
establishment, or agency in excess thereof shall be released
or terminated &t such times &s the Director shall order,® =

Public Law 90-364, the Revenye and Expenditure Control Act of
1968, title I1, sectfon 201, entitled “Limitation on the Kumber of
Civilian Officers and Employees fn the Executive Branch,” in part:

“a, Except as otherwise provided in this section--

{1) Mo perscn shall be appointed as & full-time civilian
employee to & permanent position in the executive branch
during zny month when the number of such employees is
grester than the number of such employees on June 30, 1456,

{2} Tne number of temporary and part-time employees
in any department or agency in the executive branch
during any month shall not be greater than the number of
such employees during the corresponding month of 1967,
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APPENDIX II APPENDIX 11

*{b) (1) During any perfod when sppointments ero otherwise
prohibited under subsection {a) (1), the head of any dapartmant
or agancy =iy, except as otherwise provided in this ﬁubswcticﬁ,
sppoint & number of persons as Tull-time civiiian explovess in
permanent positions in such department or sgemcy squsl to 75
peveant of the nuber of vacancies 1n such positions which have
occurred during such period by vFeason of resipnetion, retiremant,
ramoval, or ésuth.

- (2} For purposes of pavagraph (1), &1l zeencies which,
on the first day of any perfod when appotnteante are othervise
prohibited undar subsection {a) (1), have 5u or fawar full-
time civilian enployses in percanent positions shall ba
treated =5 one agency, end the Director of the Bureau of the
Budget (hgrei%fw in this section referved to 88 the
'Directo shall determine the vacancies in each such agency
which may b@ £i1led by reason of paragraph {

{3) For purposes of paregraph (%? the Bir@»tsr ey
reassign vocancies from ore department OrF agency €0 arother
department or agency when such reassignment is, in The
opinicn of the Director, necessavry or appropriszis because of
the creetion of & new depurtment oF agancy, bachuse of ¢
change 4n functions, or for the wore efficient operetion
of the Governzant.

{4) 1f & full-time civilian exploves in a permanent
prsition 1s transferrad from one depariment Ov agency o another
departzent OF S§02ACY~e

(R} such transfer shall be taken into sccount under
- paragraph (1) 2s an appointment by the head of the
departmert or sgency to which he transfers, and
(B) subsection (a) (1) shall not apply to &n
appointment to the vacancy in the departEmnt or agency
from which he transferred and such vacancy shall rot
be taken into sccount under paragraph (1).
"(¢) For purposes of subsectfon {a) (2), the birector may
reassion authorized temporary and part-time employment from ong
department or agency to another department or agency when such
reassignment 15, in the opinion of the Director, necessery or
appropriate bacause of the creation of @ new depariment or agancy,
because of & change in functions, or for the more efficient
operation of the Sovermment.”™
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APPENDIX IIXI APPENDIX III

EXECUTIVE OFFICE OF THE PRESIDENRT
BUREAU OF THE BUDGEY
WARHINGTOR, D C. 20803

-

June 28, 1%65 CIRCULAR HO., A-64
{Faviged)

70 THE HEADS OF EXLCUTIVE DEPARTHENTS AND ESTABLISHMENTS

BUBJECT: Position managemant systems and employment ceilings

1. Purpose. Tuile Civcular (&} establishes criterie for the
operation of an effective peosition management syeten, and (b)
sets fcoth information on the concepts and procedures to be
followed with regard to empleoyment ceilines, their observance,
and related reporting to the Bureau of the Budgst. Effective
July 31, 1965, this revised Circular replaces Circulsr No.
A-64 dated Mazch 31, 1964, as amended by Transmittal Hemoran-

dum No., 1 of January 5, 1965,
Policy. Consistent with che policy of reducing Government

Al\m@-m mam Haosnis Al dha Niedond Al am Bm raAA Bonerd gnm D
N i e R § Tt i@u&ﬂ;&‘bb\ WA bed 4 &)M‘-a“dv e fwded e SR S¥ufa SET MW U W S SN B

HMareh 29, 1963}, the President expects sach agency hesd to pur-
sue vigoroualy the efforts of him asgency to achiave lower &m-
ployment levals and increased productivicy thyough tightsx
manggenant, aggraessive wanpower utilizetion programs, slmplie
fication of procedures, and stripping work to essentialz; and
t0 asgure styrict choervanca of the euployment ceilings.

3. Posltion managemant.

a. Each department and agency will develop and maintain
& position management system designed to essure that tha work
is organized and assigned among positions in a manner which
will gerve pission needs most effectively and economically.
As usad in tris Circular, vosition management includes the
evriuation of the need for positions and required gkills and
knowledge,; and the orgsnization. grouping and assignment of
cuties and regponsibilicvies arong all poaitions. The position
structurs should be designed to utilize the mogt effective
work processes, equipment, procedures, mathods and techniques.

The position management system shcoculd be designed to identify,
prevent and eliminate such coammon faults a8 unnacessary organi=-
zatibnal fragmentation, excessive lavering, excegsive yee of
deputies, assistants to, and gpecial assgistants, improper de-
gign of jobs, cutmoded work methods, and improper Jistribution

of manpowey resources.
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APPENDIA IZXIX APPENDIX III

b. & position management eystem should be developad
which is beout adapted to the nzeds of a particular agency
or program. Provision normally should ba made in each
position mansgement system, however, for the following key
elamantss

(1) Assignment of responsibility. Responsibilicy
for work opganization and position mansgemant should be
expl‘citly agsigned to lins m&nagazﬂ at sppropriets levels
in the organization.

(2} Utilization of totanl staff rescurces., In cargy-
ing out their responsibiiities, line managers should utilise
budget, planning, management analysis, persoansl, and ether
spacial zteff in the development anid continuing operation of
an effective position management system in the organisation.
It ig sspecialily importont that the work of the differant
staff elements be coordinsted and mutually supporting.

{3} Position authorizstion and employmant controls,
& poeition authorization and employment control procéeur&
should ba gntablished to assure that exiasting and propesed
work orgenizetion and staffing arrsngements meet the rejuirs-
ments of good position management. Such & procedura must
have &s itg basie edeguate records, not cnly te identify ths
nupbers of employeess, but te identify positively the types of
enploymant which are coverad by the sttached statemant of
definitiona.

The procedure must ensure that (&) employment regquiremants
are kopt under continuous raeview, (b} positions guthorized
&ze limited to those that can be financed from available
funds, (c) year-end employment does not exceed the-approved
celiling, and (d) employment i3 not permitted to T&EM™ point
at any time during the yaar which would require reduction-
in-force or other disruptive or uneccnomical actionsg ¢to oat
within the approved ceiling by year-end,

The requirements for the authcrized position structure should
te determined principally through the budget process, but also
through the use of such tools as work measurement, work
standards, productivity analysis, and manpower and workload
reporting. An adequate position authorization and employment
control aystem should provide control over total auployment

&8 well as over full-time employmant in permanent positions,

(4) Vecancy control. Before any vacerncy ig £illad,
& review should be made to determine whether the duties of
the positicn can be eliminated, assigned to other positions,
or modified to permit performance &t a lower grade.
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(5) Position reclassification., Bafure any position
iz reclassified, the organizational work pattern should be
thoroughly reviewed to ascertein the necesgicy for sgsigning
reeponsibilities a8 high es the grsde besing propesed. Approval
should be withheld unless the review indicates that such action
is clearly conzistent with the aims of effective and efLRENEhal
accomplishment of the agency migszion.

(6) Approval of organizational changes, Each pro-
posed change of organlzation or position atructure should be
reviewed and approved as appropriate from the standpoint of
work design, occupational distribution, grads aiﬁtribavisﬁ,
manpower requirements, and costs.

{7} Interagency aharing of personnel repources.
Efforts to achlieve effective manpower utilization sanould in-
clude the exploration of possible srrangements with othsr
egencies for the sharing of pasrsonnel resourcas to meet cartain
nonrecurring needs or te teke care of continuing houcekesping
or administrative services. Thisz type of srrangemesrt could
be advantageous for small offices, in Washington or in the
fisld, but may be also applicable to specizliized work in
larger offices, particularly where other sgencies are better
equipped to perform such sexvices moye effectively and
econonically,

{8) Reporting. The position managerert system should
provide complete, accurate, reliable, and timely information
on nunsbers of employses o meet central reporting reguirements
of the Civil Service Comnisslon and the Bureau of the Budgst
a8 well as periodic reports for the use of the agency in :
reviewing the effectiveness of the system. The reporte should ¢
provide essential date for effective anslysis by the zgency
head and upon regquest by the Bureau of the Budget, the Civil
Service Commission, and the Congress, While the frequency of
central reporting will vary from agency to agency, the systanm
should make it poasible to provide management, either paricdi-
cally or upon request, with the following information:

{a) The number of positions authorized under
the position management system, by emplcyment category and
grade, {(See Attachment A for definitions of employmant
categories.)

{b} The number of occupied positions, by employ=-
ment category and grade.

(¢} Any new arrangements entered into for the
provision of services by contract.

{8) An analysis and explanation of any signifi-

cant changes in the position structure, together with an
analysis of any longer-term trends indicated.
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{9} Specisl reviews. %hen budget reviews, internal
mansgemant appralsala, guavterly reports, or other evaillibla
date indicate that an crganizetion may not be echieving ¢f-
fective position manzgement, action should be initiasted to
Jddentify the reassons and bring about changes in parsonnel, og-
ganization structure, menagement practices., or work processas
to achievs ilamprovement.

c. MAssessnents of the effectivenssa of its positcion mensge-
ment system should be made by the department or agency itself,
and will be made by the Bureau of the Budget a: part of its con-
tinuing survelillance of agency programsg, by the Civil Service
Commigsion in ite inspection of positien clessification, and am
a part of the joint reviews of management and manpower utiliza-
tion conducted by the Bureau of the Budget, the Civil Service
Commisgion, and the agencies undey review.

4., System ang naturs of employnmaent ceilings,

a. Maximum allovwable employment figures [“employmant
ceilings"} are determined by the President at the time cof the
annual budget revisew, both for the end of the fiscal year than
in progress-and for the end of the succeeding fiscal year.

b. Each yvear the employment ceilinge spplicable to the
vear in progress are intended to be absolute limits as of the
end of the fiscal vear, consistent with ¢he emplovyment report-
able to the Civil Service Commission on the Standard Fozm 113
series, and in accordance with this Circuler.

c. Generally, erploynent ceilings reflect budget proposals
and assumptions with regard to workload, efficiency, proposed
new legislation, interayency reimbursable arrangements, and
other special financing methods. Employment included f£cr pro-
posed legislation, or for carrying out proposed gupplemental
appropriations, must be reserved until the edditionsl funds
become available by congressional action. Inployment under
estimated reimbursable arrangements must alsc be reserved
until such arrangements have been negotiated.

d. Any decision to gubntitute the use of gervice contracts
for direct employment, or to change the proportionate use of
full-time (permanent or temporary}, part-time, or intermittant
employment must be based on considerations of effectiveness and
economy in administering Pederal programg, and must not be used
as & device to avoid compliance with the ceilings.

5. Adjustments to employment ceilings. Under normal circun-
stances it would be expected that reguests for revisionsg in
employment ceilings for the current year in progress would be
considered by the Bureau of the Bufget during the examination
2f agency budget submissions focr the following yesr. In the
case of unusual or emergency situations, reguests f£or revisions
may be submitted at other times.
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Revicions to employment cellings will be congzidersd oniy when
congrassional setion on thse budget regusst, ¢F on supplemants)
requa&tm or buﬁg@* meendments transnitced after the buédgat, o

o Y mraubn g o annem Grom  Sebem Am&ukidahmnn& Al HIe ol 1w
uil)’ uﬂv“#uwﬂtiib mwﬁw#&&a& W Hlﬁ BN Coldd € B IAAIEE > WA méw bwo‘h‘l‘wm

.clerrly reguires & materisl change in ﬁh@ nunber of pousitions.

In the agency's xegquast for an sdjustment, it iz not sufficient
merely to justify ths need for addicicnsl employment in a2
particular bureau or unit. The justificatiosn should indicete
clasrly why the increase cannct be absorbed through an intsrasl
adjustment in the agency's ceiling dlstribution, ox why the
need cannot be postpoened to the next fiscal vear.

All requasts for adiustmants in ceilinge will be brought to
the President’s attention through the Bureau of the Budget.

6., Report of viclatlons. It ig the zgﬁponnihility of aach

AT AN s Paongmed dese X nemgteman mab b e ad cremes § sansmaends € @ bmn(b
“w‘l‘u: IWR&U “U o b € i D e d S wdd ﬂ‘l\é"vb"ﬁ'@u wr‘v:m‘@‘.b oo Bl o N

within the approved cailings. In excepelional situations wasre
the end-of-yoar employment exceeds an opproved ceiling, the
egency head will bs vesponsible for the preparation of & report
containings

a. An explenstion of ihe factors which cavsed ewmployment
to exceed the celling;

b. A ptotement deseriblng the specific weakngsses in the
agency's employmant control sgystem which permitted the viola-
tion to occur and the actlon taken to prevent recurrence of
such violationg; and

Y mhadule ahaudne l’n Puraesty. thae zsency Al merih
a6 .h“cuu‘v LR A A ) hde T 4 W Trc S ANy b L ] Ttlfie W Grvhe Ghe OF
O

of \hs established ceiling and the correspondine aumbers
enployees at the end of the year.
An criginal and two copies of the report described above will

be submitted to the Bureau of the Budget no later than ¢the
20th of the month following the end of the fiscal ysar.

CHARLES L. SCHULTZE
Director

Attachment
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DEFIFITIONS OF EMPLOYMENT CATEGORIES

Note that the three types of employment &re the equivalent

of thosae get forch in the Federal Forsonnel Manual, Chepter 292.
The employmant categories UBsd 1L Lhe Givil ssrvice Coomission
Monthly Report of Pederal Clvilian Emplovmant (Standezd Porm
113-2) are consistent with these definitions.

b

1. A full-time employes i3 ons vho 18 regulixly scheduled
to work the nunber of hours end dasyz required by the adminize
trative workweak for hie employment group or class. (iost
fusl~-time employees have an administracive workweek of 5 Quys
of B hours sach). Such employess may occupy either of two
types of positions. T

&. A permanent position -- one which hag been
. establiched without tims limig, or for a
lirited pericd of a year or wmors, or which,
in sny event, has bsen occupied for & vear oF
aore {(regardless of the intent when it was
established) .

b. A& temporary position =-- ona which has hesn sstab-
lishea for & limited poriod of less than a year
end which has not been cccupled for more than a
Y8ar. .

2. Xk part-time employee ie one whe iz regqularly empioved
‘on a prescéaaﬁxaa wour of duty which is less than the specified

hours or days of work for full-time employeez in the sema group
or classg.

3. &n intermittent employee is onsz who is employed on an
irregular or occasionai basis, with hours or days of work not
on & pre&arreng:d schedule, and with coxpensation only for the
time actually employed or for servicea actually rendered.
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EPFECTS OF PERSONNEL CEILINGS ON OPERATIONS 1/

REDUCED SERVICES

~=-Cugtomg Service provides reimbursable service to
entrepreneurs engaged in bonded warehousge. operations
and duty~-free shops. Customs freguently has to reject
requests from warehcuse proprietors to open new ware-
houseg or to expand services in existing warehouses
because ceiling limitations did not permit Customs to
hire enough employees to staff them.

~=Inadequate staffing has prevented the Federal Aviation
Administration {(FAA), Great Lakes Region, from opera=~
ing a proper flight standards surveillance program which
includes monitoring the airworthiness of airmen and air-
craft. Officials said that FAA must apply continuous
pressure on air carriers and others involved in the fly-
ing industry to insure that they follow approved prac-
tices and procedures.

FAA's Chicago Flight Service Station, DuPage County Air-
port, has been unable to provide timely service :o
pilots reguesting weather briefings and flight planning
gervices. Incoming calls are counted and records are
maintained on the number of ¢alls which are not com~
pleted because service station lines are tied up
(abandoned calls}. There were 6,653 abandoned calls

in fiscal year 1972; the number increased to 25,698

in fiscal year 1%75. Although officials attributed
this situation to staffing shortages, they felt that
purchasing additional automated equipment would be

the most practical scolution for handling increasing
workloads. :

--In February 1975 GSA Region 9, San Francisco, reguested
137 additional Federal Protective Service positions to
provide security services and to help monitor and sup-
port contracted guards. Local officials based this
reguest on increased subversive activity, such as

1/We examined documents and obtained information on these
effects and nthers from agency officials at headguarters
and field installations and activities. We did not verify
essentiality of the work, substantiate manpower requirements,
or evaluate the cost effectiveness of alternative actions
taken or that might have heen taken.
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1

bombings, shootings, and thefts. Decause the ceiling
increage reguest was denied, protective services at
gome facilities had to be reduced., Officials seid
that reductions in manpower would mean less protection
for Pederal facilities, and could result in & serious
shortage of personnel gualified to respond during
emergency situations,

~-Because of staffing shortages, GSA's National Archives
and Records Service has bezen unable to provide services
to agencies in southern Californis.

GSA, San Francisco, officials, said 8,000 to 8,000
records relating to the Bureau of Indian Affairc' work
had not been properly stored and indexed by the Na-
tional Archives and Records Service because personnel
ceilings did not permit adecquate staffing. 4s a re~
sult, the records are not readily available for CGSi's
Indian Claims Division, lawyers, and others to use.

~-HUD's Equal Employment Opportunity Division is responsi-
ble for investigating and answering discrimination com-
plaints from the prhlic. The law stipulates that com-
plaints must be answered within 30 days, but Region 9,
San Francisco, answers few complaints within this peri=-
od and takes ¢ to 6 months to answer many.

Because of ceiling limitations, HUD's Housing Mansge~
ment has been unable to monitor multifemily and sub-
sidy projects until they are about to, or actually
do, run out of funds. It has not monitored open-
space projects as closely ac required by statute and
has not closed out completed projects. Also, because
of inadequate staffing in most cases HUD is unable to
review community grants at least once every 2 years
a8 required.

--At SSA Region 7, Kansas City, reduced service to the
public resulted in delays in processing claims and
answering telephone inquiries, increased waiting lines,
and reduced dissemination of information.

~--50il Consezvation Service {SCS}, Colorade, has been
able to give technical assistance on conservation
measures to only about 1,000 of 6,220 farmers and
ranchers dv-ing each of fiscal years 1975 and 1876,
SCS could use 20 additional soil scientists to assist
farmers and ranchers. Funding would not be a prob-
lem and ecuipment and facilities are available, but
the 20 persons will not be employed because of per-
sonnel ceilings.
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In 1975 SCS, Colnrade, could not give farmers and
ranchers technical assistance on water manogement
construction projects estimated to cost $1.5 million
becauge of insufficient engineering and desgiqn staff.
The backloag of recuests for this type of assistance
has been increasing about 10 percent annually for

the past 4 years. SCS5' failure to maintain contact
with farmers and ranchers has cavsed them to revert to
old conservation methods which may lead to soil erosion
in later years. The farmers and ranchers have leen
advised to contract with private enaineering firms,

8CS, Colorado, was able to schedule only 1 of 23 flood
hazard studies HUD reauested in fiscal year 19276.

5C8, New York, provides technical agsistence to the
Environmental Protection Agency (EPA} on & reimburgable
basis. One study, reauired by Public Law 92-500, is
currently underway. After its completion SCS will be
unable tc provide further technical assistance because
of employment limitations, even though EPA is ready to

rovide the necesssry funds.

-=-VYA officials in Los Angeles szid that ceilings had

hindered them from hiring the appropriate mix of per-
sonnel needed to carry out the regicn'g workload in a
satisfactory manner, and that they had been able to
give only minimum levels of service to tne public,
services affected include answering written, telephone,
and walk-in incuiries about veterans® be¢nefits, Heavy
be processed inaccurately because employees at times
were more concerned with getting claims precessed than
with accuracy.

DEFERRED OR CANCELED wWORK: INCREASED

WORK "BACKLOGS

-~Recurring preventive maintenance at Ogden Air logistics
Center, Hill Air Force Base, has been severely limited
because of insufficient manvower. :

--Military Airlift Command airlifts men and aupplies for
DOD, and maintenance of the aircraft used fcr this
mission cannot be deferred or canceled. However, some
base support work, such as maintenance of family hous-
ing, has been delayed.
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~=ht many Naeval Air Syvsteme Commend ingta2llstione prograwme
&nd projects vwere deferred or canceled becsuge of man-
power limitatione.

~-At FAA's Great Lekes Reqglon tegulred preventive majin-
tenance work was done on &ir control sgquipment and work
backlogs developed. Officiels said that this could
cauvge gerlous long-range problems and resgult in loss
of service to the public.

~=GSA%s National Archives and Records Service has been
unabie to make, on & reimbursable basig, paperwotk
management reviews requested by othet agenciesg be~
cauge of personnel cellings. This has resulted in a
large backleg of reqguests and an increase in ineffec-
tive, inefficient pepervwork mensgement in the Federat
Government.,

-=GGA%s Pederal Supply Service has deleved opening new
self~service stores and motor pools. Tt alsoc has
deferred updating Federal specifications &nd, as &
result, goods of obsolete vechnology have been received
and c¢cloger ingpection has been reculred.

GSA's Public Bullding Service has deferred preventive
maintenance on machinery and eocviprent. This results
in the premature deterioration of eguiptent and aew
cesgitates major repairg. The Constructicn Management
Division hag had to defer repalr end altersticon proj~
ects and small projects which contractoers will not
handle.

~~HUD's Housing Production Hortgage (radrf. . Gan Fuann:soc
¢dveedpadhdakl dogsinipeoressng ncrgagoecradeibing-
sursene aoppldac tdmas e oreoesseda gt e ef Yo i1 obt Joag 2
crzdcddtanpridattucn stbegt @mar Gt ' Svarmg s bhbes robuEny:
cricterams 35 leays 1B eédacd: Reaboickdypesl pryeced-
dnga BahT fompckar Ceelansit dwocicking EasSsanf Crarcgox
Frivedl OELrome s ronBs by i S0 JLO Myt Eaeve lanidc
Eoove 1 dedmy,

=208 dadasvatecssl on lddgebeddE GF U Choyrrads bonabe
rocieinryseidn ke BUvees O dnd Enaraeant nnel 3€CS
Feesdcoan: ter spatcti ta tBucasr hdgiste n n gpreeasee, o pot -
ssaneklre ifdme s @oeaniahd 5I08 c ntuclina ooy Clhng
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personnel could be hired to corplete each study in
12 to 15 wmonths.

~=S58's Bureau of Retiremert and Survivors Insurance hag
had to defer many projects over the past few years,
Becauce of the lack of trained stsff, the Bureau's
Mid-American Program Center, Kansas City, said that
50,000 automatic earninoeg recomputation progre® cases
that it should have processed in fiscal year 1375
were cacried over to fiscal year 1976. SSA headousrters
instructed compenent orqanizations not to exceed their
personnel ceilinas at aany time during the year, and
they were prevented from hiring to fill anticipated
future losses.

--VA, Los Angeles, had established & standard for proc-
escing veterans' educationgl essaistance claims and
awards within 7 days after receiot of clains., Bo-
cause ¢f an ingsufificient number of suthorized FTP
nersonnel, the actual processing time iz 21 davs and
& backlog of 2,000 cleims has developed.

ALTERNATE SOURCES OF MANFPOWER USED

The aaencies we reviewed used scurces ¢f manpower othee
than their regular work force becauvsge celling limitations
prevented them from hiring needed employees, Alternate sources
of manpower included contrecting for personal secrvices and usge
of overtime labor.

Contracting for personne&OSEfvices

~--As of Novexber 26, 1975, the apprroved workload for
guard services at GSA Region 9 was 641,194 hours: the
region’s ceiling of 184 positions provided for only
326,784 hovrs of the approved workload to be accom-
plicshed through use of the Federal Protective Service
guards it was authorized to employ.

In response to GSA headauarter's denjal of ite reaquest
for additional positions for the Federal Protective
Service, the Region 9 Administrator wrote the Admin-
istrator of General Services that "Practical field
experience has consistently demonstrated that security
contractors provide watchman service at best., Security
contractors, with rare exception, lack authority,
training, skill, or inclination to perform police pro-
tection functions.”
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For three contracts of about $881,.500 awarded for
security guardsg, GSA cost studies prepared during
fiscal year 1975 showed the work could have been

done for about $836,800 or 5 percent less if in-
house guards were uvsed, For three additional con-
tracts awarded for about $1,382,600, GSA cost studies
for fiscal years 1975 and 1976 showed that contract-
ing saved about $§430,000, or 31 percent:; in each case
where guards were contracted there were complaints
about the service.

The extensive need for contract guards has resulted
in an unbalanced work force--177 productive Federal
officers and 286 contracted guards. Approximately
60,000 hours of productive time {35 staff-years})

was spent by Federal protective officers in monitor-
ing contract guards, resulting in reduced effective-
ness of the Yederal Protective Service.

~-~Because of personnel ceiling limitations, GSA San
Francisco, awarded four custodial contracts totaling
$1,171,000 in fiscal year 1975. GSA cost studies
showed that $153,000 could have been saved by dning
the work with its own employeen

~--HUD's Sap Francisco Area Office appre.sed 15,810 hous-
ing units for mortgage insurance in fiscal year 1%75;
7,242 of these appraisals, 46 percent, were made by
contract appraisers., HUD officials said contract ap-
praisers were used because of underctaffing resulting
from personnel ceilings. Central effice officials
said that the cost of using contract appraisers is
approximately 60 percent more than the cost of using
HUD staff, and that contracting for more than 25 per-
cent of the appraisals could cause the cuality of
processing the appraisals to deteriorate because of
inadegquate supervision.

--Navy ship overhauls must be shifted to the private
sector or deferred when sufficient work force is not
available to accomplish scheduled work in the naval
shipyards, even though the funding may be available.
Because of uncertainties about what the fiscal year
1875 ceilings for the shipyards would be and when the
ceilings would be approved, 15 ship overhauls were
deferred and/or rescheduled.
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1% g.8.C, 267, an amended, Thus, & large share of
the compensation to the inspectors for Sunday,
holiday, and night overtime work is reimbursed to
the Government by the perties reguesting the serv-~
ices, such as common carrlers. In fiscal year 1975
reimburgable overtime accounted for $2.4 million of
the $3.5 million paid to Region 9 emplcyees.

~~During fiscal vear 1975, GSA's Federal Supply Serv-
ice warehouse at Stockton, Caiifornia, used 17,477
overtime hours. A service manager said that about
80 percent of this overtime could have been handled
by intermittent employees but thot additional em-~
ployees could not be hired because of personnel
ceilings.

~~GSA officials in San Francisco said that a consider~
able amount of overtime in Region 9 resulted from
personnel ceilings. In June 1975 overtime costs
in the region increased 74 petcent over the 1975
monthly average. A Public Building Service official
said the increase was attributable to the iavoff of
temporary employecs ton meet yzarend ceiling limita-
tions.

~-8C8 received an increased number of claims from con~

tractors involved in the construction of watershed
projects. SCS does not hive enough inspectors be-
cause of employment limitations, and those it does
have must work long hours over extended periods.
Employees have complained that the extra work hours
interfere with their personal lives. Morale and
performance have been z2f ‘ected, and one result hes
been the iacrease in cont.iactor claims.

~--Personnel ceilings have made it necessary for SSa
to use more overtime than its managers - -would prefer
since this is the only way to achieve the staff-
years needed to process itg work. Overtime used
by two bureaus in Region 7, Kansas City, is sum=-
marized below.
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Estimated
Qvertime cost of
percent overtime
Hours of at $2.79
Regular  Overtime regular an_hour

Bureau of District
Orfice Opera-

tions:
FY 1975 3.707.705 260,205 7.02 $725,.972
l1st quarter,
FY 1976 1,022,729 62,404 6.10 174,107
Mid~-American
Program
Center:
FY 1975 5,052,923 233,683 5.81 819.376
lst quarter, .
FY 1976 1,392,087 97.282 6.99 271.416

The regional representative estimated that about 50
percent of the overtime work in District Operations
and about 75 percent in the Program Center could -.ave
been converted tc FTP positions. Local SSA officials
said that overtime has become a way of life. Because
of its use over an extended period, errors havz in-
creased and productivity decreased. Overtime nas
caused labor relation problems since it is paid to
higher grade technicians wio are capable of doing the
work and lower grade union members who do not work
overtime feel that they are discriminated against.

--VA officials in Los Angeles said that overtime is
used as an alternative to more FTP enployees. Over-
time is used on a regular basis because the regional
office does not have enough FTP employees toc process
financial assistance claims on a timely basis. 1In
fiscal year 1975 overtime hours accounted for 4.4
percent of the total labor hours used. For fiscal
year 1975 and the first quarter of fiscal year 1976,
the region's overtime costs amounted to approximately
$1 million.

IMBALANCES IN THE WORK FORCE

~-~Air Force headguarters directed that no reduction in
force of permanent personnel would be undertaken in
fiscal year 1975 if the yearend ceiling could be met
by other means. This policy and an unusually low at-
trition rate severely restricted hiring persons with
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needed skills at most Logistics Command installations.
Massive skill imbalances resulted with hundreds of em-
ployeers with surplus skills and hundreds of vacancies
in needed skills that could not be f£illed because of
the ceilings,

--Separate ceilings for FTP and total employment have
limited management's ability at Red River Army Depot,
Texas, to maintain a balanced work force because of
the difficulty of employinyg certain types of skilled
workers, such as welders, machinists, and sheet metal
mechanics. on a temporary or part-time basis., Opera-~
tions have been adversely affected.

~-~HUD and GSA officials in San Francisco said that
personnel ceilings created imbalances between pro-
fessional and clerical staffs. During staff reduc-
tions, clerical personnel with lower retention rights
tended to be the first released.

-~-A HUD Housing Production Mortgage Credit single
family housing program study showed that 35 to 37
percent of HUD's Region 9 work force shculd be cleri-
cal personnel. 1In several of the regicn's insuring
offices, this ratio w.3 as low as 22 percent. with
skilled personnel doing clerical work.

~=Sone SCS State Conservationist Offices are staffed
with one~of-a-kind disciplines, such as geologists,
foresters, financial managers, and sanitary engineers.
Because of employment limitations., offices are unable
to train replacements because the authorized positions
are needed for employees to carry out program respon-
sibilities. When an office loses one of these special~-
ized employees, valuable time is lost in training the
replacement.,

About 12 clerical positions in 12 field offices were
permanently abolished. As a tesult, GS-9 and 11 soil
scientists had to type, file. and do other clerical
work in addition to their professional duties.

OTHER EFFECTS

~~Air Force Logistics Command officials said that con-
verting positions from military to civilian, even when
desirable and economically advantageous, is restricted
by the personnel ceiling limitations. There are no
provisions for increasing the civilian ceilings for
military positions converted to civilian positions.
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.-=At Brooke Army Medical Center, every department, serv-
ice, and activity has been affected by personnel short-
ages resulting from fund limitations and the hiring
lag caused by difficulties in recruiting eligible
candidates and processing personnel actions. Stringent
actions were taken to keep within the limits of the
fund authorization document. Military personnel with
required skills were used when available,

--Personnel of other agencies may be designated customs
officers (excepted) without additional compensation
: to perform any of the duties of customs officers.
(See 19 U.5.C. 1401(i).) At July 1, 1975, Customs'
Region 9 had 707 military and civilian employees
from other agencies authorized to perform these
duties., One reason for using military and other
agency personnel was the limited Customs staff,
The regional commissicner said that the guality of
Customs inspection was reduced when personnel other
than Customs inspectors were assignead.

--HUD officials said that personnel ceiiings did not
discourage automatic promotion of employees or hir-
ing persons at higher grade levels than needed.

--SCS trains employees of State and county units of
government cooperating in the National Cooperative
Soil Survey in conservation work. These units provide
funds and soil ccientists to help meet the demand for
so0il surveys. A SCS survey of States with cost-sharing
agreements indicated that at least 31 million of addi-
tional State and local funds would be available annually
for conservation work, if no Federal employment limita-
tions exist.

--Most agencies we reviewed said that managing employ-
ment levels with personnel ceilings requires more
administrative effort. None ¢f the agencies had
determined the cost of administering the ceilings.

--Personnel ceilings have freguently made it necessary
for agencies to defer the effective reporting date of
new employees until after the end of the fiscal year.
For some agencies thi- has resulted in inability to
hire needed college graduates available in May or
June who are unable to wait for employment until
after July 1.
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--Several agencies said that emplovees on extended sick

leave awaiting disability retirement had caused pro-
blems, Although these employees weid not on duty

to do the required work., they were counted against
the agency's celling as long as they were on the
agency's rolls.

Officials at FAAR’s Great Lakes Region identified staff-
ing shortages caused by extended absences of air traf~
fic controllers as a serious problem. Controllers
excused for medical reasons continued to count against
ceilings and prevented FAA from filling vacant posi-~
tions, This reduced FAA's ability to function effec-
tively. In November 1975 the Air Route Traffic Con-
trol Center at Avrora, Illinois, had 25 controller
vacancies resulting from extended medical absences,

Federal Personnel Manual Letter 296-32, dated June 17,
1976, allows agencies to exclude employees on extended
sick leave from their monthly reports cf civilian em-
ployment when (1) the disability retirement of the
employee has been approved by CS8C and {2) the employee's
use of sick leave exceeds or is scheduled to exceed

30 days. These guidelines were effective with the

June 1976 report for agenciles capable of implementation
by that date. Other agencies were required to impie-
ment the guidelines with the July 1976 report.
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OTHER STUDIES OF PERSONNEL CREILINGS

'

We have sent to the Congress other reporte on the ef-
fectes of personnel ceilings on agency management and the use
of civilian personnel to carry out assigned programs and
functions. Summaries of five of our reports follow,

IMPACT OF EMPLOYMENT CEILINGS ON
MANAGEMENT OF CIVILIAN PERGONNEL
{B~165959, APRIL 30, 1971)

The Department of Defense absorbed the reduction of
civilian personnel resulting from the hiring restrictions
imposed by the Revenue and Expenditure Control Act of 1968
(see pp. 12 and 13) without serious effects on its programs.
In some cases, imbalances of work-force skills resulted--too
many workers in some skills and not enocugh in others. Those
imbalances, combined with personnel shortages, could have
affected programs adversely if the restrictions had remained
in effect.

The hiring limitations, along with the spending reductions
required by the act, increaved emphasis on setting priorities
for the allocation of personnel and funds. This emphasis should
have long-range beneficial effects.

Personnel management was more flexible under ceilings im-
posed by *he executive branch than under hiring limitations
directed by the statutory restrictions which prescribed that
only three of every four civilian employees leaving DOD could !
he replaced.

As a result of our review, the Deputy Secretary of Defense
proposed eliminating ceilings on a trial basis so that DOD
and the 0ffice of Management and Budget could jointly assess
the effectiveness of fiscal and program constraints on em-
ployment levels. In December 1970 the Director, OMB, agreed
to eliminate employment ceilings for DOD for a l-year trial
period. DOD action on this authorization is discussed on
p. 66.

PROJECT REFL£X (RESOURCE FLEXIBILITY)--A
DEMCNSTRATION OF MANAGEMENT THROUGH USE OF
*FISCAL CONTROLS WITHOUT PERSONNEL CEILINGS
(B-16595%, JUNE 21, 1974}

Project REFLEX was a DOD d-monstration project in which
several laboratories operated solely under financial controls
without personnel ceilings so that management could adjust
personnel levels to match workload requirements and available
funds.

e
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The Departments of the Army, Navy, and Air Force began
Project REFLEX iIn 1970, fter providing initial guidance.
the Office of the Secretary of Defenss gave the services
complete freedom in implementing and monitoring the project.
The services needed some flexibility because of the differ~
ences in laboratory operations,

Although the project was to operate without personanel
ceilings, REFLEX laboratory managers were under some con-
straints during the test period.

~~Hiring freezes were imposed, and in some cases, ceilings
were only partially lifted.

~--Government-wide programs for reducing emyloyment and
average grade levels were instituted.

~~Civil Service Commission and agency reqgulations limited
the ability of laboratories to hire or separate employees.

Officials involved in REFLEX made extensive efforts to
develop technigues to measure project success. The Office
of the Secretary of Defense and Army, Navy, and Air Feorce
officials had not developed such &g system. We anaiyzed a
substantial amount of statistical data but found it to be
of little value in evaluating the project. This is character-
istic of the difficulty of measuring performance of research
and development activities, whether Federal or private. "How-
ever, both the services and we made evaluations which showed
that bepefits had been realized even though constrazints were
not entirely removed. Managing with fiscel controls and with-
out personnel ceilings helped operations.

--Planning for and matching funds, workload, and manpower
improved.

-~Delegation of responsibility and authority to lower man-
agement levels was encouraqged.

-~Management was provided with more options to use, i.e.,
direct hire or contracting. '

-~-Management's capability for advancing new technology
in~house improved and more effective techni~~1 2ircction
was given to contractors.

--High~level management was relieved of costly and time-
consuming administration associated with personnel
ceilings.
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w=Managerent vwas alloved the flexibility of accouiring
ermplovess with appropriste skills and ‘levels of ex-
perience and organizing them in balenced working
groups to increase efficiency and productivity.

411 REFLFX laboratory maragers agreed the prcject had
been successful because an environment created by encourag~
ing flexibility permitied management to meet rapid change.
They conceded, however, that some of the economies and other
benefits probably could have been achieved without REFLEX
through sound panagement practices. We suggested that the
concept of holding local management officials accountable
for resources made available to them hes merit and should be
tested further,.

Comments on our findings by the Director, OU¥B, and our
evaluation of his comments follow.

"& ¢ * The OMB agrees with the general objective
of the test, namely, t0 improve management by
allowing more flexible correlation of workload,
funds @gnd manvower.®

* * * & #*

"It should be noted * * * that the prerent ceiling
control system is such that agency hears have wide
latitude in which to maneuver, i.e., employment
ceilings are assigred to each ageucy a8 a whole,
and the ayency head may re-allocate--intra-agency--
as he sees fit. As & result, all agency heads
aiready have the flexibility to further test the
REFLEX concept.”

Commenting on this report to the Chairman of the Senate
Committee on Government Operations, the Director, OMB, said:

"+ ¢+ * the present employment ceiling control
system, in which ceilings are assigned to each
agency as a whole, affords agency heads wide
latitude in which to voluntarily test the
REFLEX concept through intra-agency reatloca-~
tion of ¢ei1lings &s they see fit. However,
since the Congress, the President, and the
public ate concerned about the absolute number
of civilien employees on the Federal vayroll,
there is a need for continuing emphasis on
effective agency personnel management systems
to administer the ceilings within agencies.
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*Thus, while we are anxicus to realize whatever
benefits may accrue from further exploration of
the concept, there are cogent indications that |
&dditional exemination of the DOD experience is.
varranted before urging wideapread implementa~
tion of the test throughout other FPederal
agencies,”

Bven in the laboratory environment, for which no effec~
tive productivity measurements had been devised, the test
of entrusting local managers with authcrity and responsibility
for conducting their operations with f.scal controls improved
management. We recommended that the test of management through
fiscal controls be extended to other federal laboratories and to
other DOD and civil agency activities, including some activi=-
ties in which productivity measurements could be developed.’
We also recommended that further testing of management through
fiscal controls be made using common criteria and guidelines
to provide a basis for identifying and comparing actions taken
and results experienced by the participating activities.

ITMPLEMENTATION AND IMDACT OPF REDUCTIONS
TR CIVILIAN EMPLOVYATRT, FIGCAL YEAR 1972
(B~18Q257, JULY 2, 1974)

In August 1971 the President directed Federal departments
and agencies to reduce civilian employment by $§ percent to
check the rise in tne cost of the Government. We studied
the impact of the reductions on 15 installations and activi-
ties of 7 departments and agencies.

The agencies used a partial freeze on hxrxng, encouraged
eligible employees to retire, and made reductions in force
to meet cellings imposed for a particular date, June 30, 1972,
the end of the fiscal year. Thena, after July 1 some installa—
tions and activities rehired some recently separated employees
and increased employment to meet workload needs.

Accelerated actions taken primarily to reduce civilian
employment to meet personnel ceilings were disruptive to
management. Headquarters imposed reductions in ceilings on
installations and activities without corresponding reductions
in workload.

Since much of the work still had to be done, agencies
substituted other sources of manpower such as overtime
1abor, military personnel, or contracting for personal serv—
iceg: bauklogs increased: work was deferred or not done:
and services were reduced or terminated. Employees having
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needed skills and experience retired sconer and in larger
numbers than expected, Emplovees receiving reduction-in-
force notices when thelir positions were abolished displaced
other employvees with lower retention rights as they competed
for the remaining positions. The employces who remained
were no% always the best gualified for the pesitions they
occupied. Many had to be trained.

The lesson from thig experience is that personnel ceilings
hurriedly set by agency officials are not the most effective
way to reduce civilion employment.

Comments oin our findings by the Director, OHB, and our
evaluation of his comments follow.

"0Of course, the gquestion might be raoised as to
whether employment ceilings shculd be imposed at
all. Certainly, the merits and demctits of em~
oloyment ceilings have been debated for years,
The fact is, however, that the nublic, the Con-
gress, and every President in recent memory have
been favorably disnosed toward them. Thete has
been, and continues to be, an avid interest in
reducing the number of Pederel civilian
employees * * *, aAnd * * # it s a fact that,
occcasicnally, cltcumstances require employment
ceilings t. be established on very short notice.
Under these circumstances, we must put major em-
phasis on effective agency personr:l management
systems to administer the ceilings within agencies.

"The employment ceilings purposely apply only to
year-end employment. This gives agency heads
considerable flexib.lity during the course of
the year in the:ir management of personal employ-
ment requirements and 1in planning reductions so
that they can be accomplished in an orderly
manner by the end of the year. * * *

"I am sure that we all agree thoat it is desirable
to keep Federal c:ivilian employment at the
minimum level necessary for the conduct of
essential programs. To attain that end, all
recent Presidents have decided <hat it is
necessary to maintain employrent ceilings,

For this reason, we can expact continuation

of some type of employment ceiling. We expect
and encourage agenciles to use a number of man-~
agement techn.ques * * * to belp them operate
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with.n guch ¢ceilings In the most reascnable
&né elfective manner.,”

Personnel ceilinags, in cuy oplnion, d¢ Lot provide
the most effective mansgermsnt control ¢f manpower resvurces,
He have discussed accelerated actions taken by instasilations
and activities to meet [eposed cellings that may not have
been in the best interests of the Government. In sote cases,
epployment increased soon after the ceiling date had pagged.

We aqree thet the Pederel work force should be no Irrgex
than needed to cerry sut erfectively, efficiently, and
economically the pregrams, functions, nd activities approved
by the President éand the Congress, Hanaoemsnt at il levels
should sqgressively meek to devise ways of ismproving produc~
tivity. Reduction of the Federal work force without corres-
ponding reductiong ¢f progrems, functions, and activities
may inceesse, rother than decregke, total cast to the Govern-
ment a8 slte-ng.e sourcez of manpower are acouired.

A report "Messguring & Enhancing Productivity in the
Federal Government,® June 1973, by the Joint Protect Teaw
of 04B, CSC, and GAO, included & recomrendation that:

"OUB shot 14 continue to experiment with iraaina-
tive technicuer of substituting controis hased
on budgets and fversge annual man-yvears rather
than on personnel cexlincs tied to & Juns 30
date. The euperience in the Twpartrent of Do~
fense should be carefully monttored and rozom-
rended ag appropriate for appliceti.m by other
large agencies. In additicn, selerted snaller
agencies should be exswpted from perssnnel ceil=-
ings. for 2 Lest perivd.”

PART~TIMFE EMPLOYHMEKT IR
FPEDEPAL AGENCIES
(B-I59050, JANUARY 2, 1976)

Te Government's programs and functions asre carried out
primarily by its full-time pernanent work force. However, when
workleads fluctuate or legs tacn 40 houra a week of staff
time is needrd, uging part-tir: anployees may be the best
and most economical way of acceanplishing =esgential work.

In providng part~time erployment, the Governrent can
use & yreat pool of talent rot neerded or aveilabie on 3 full«
time basis. Fart-tivce empioyrent also benefits merny persons
who cannot or choote not to work full tine. Agency officiale
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cited instances in which additional part-time employees could
have been effectively uged but were not hired primarily be=
cause of funding limitations and personnel ceilings.

Pergonnel ceilings deprive agency management of flex-
ibility in accemplishing essential work by most effectively
and economically using the most appropriaste type ¢f manpower
in specific circumstances.

Comments on ocur findings by the Director, OMB, and our
evaluation of his comments follow,

"We certainly agree with * * ¥ the desira-

bility of part-time employment and * * * the

need to find appropriate ways to make it

easier for part~time employees to be hired.

However, we are not at all certain that the

central personnel ceilings are producing the

problems outlined in your report.”

* * * * k]

"It is our view that many of the problems dis-
cugsed in the & % % paport result from a fail-

: ure to take advantage of the considerable flexi-
bility that exists under the current ceiling
system. We believe that the perscnnel ceiling
system can accommodate the varyving needs of
agencies, especially for part~time employment.
First, when an agency's employment ceiling 1s
set during the fall budget process, considera-
tion is given to reguests for part-time and

asmeararis amnl Avmant Acammarceiirata sk Hhno
Lempoerary empaioyment Conlielsurate witag Tace

agency's perceived needs to cover periods of
unusunal workloads. Second. ceilings are provided
to the agency as a whole, and each agency head
has discretion tc allocate and reallocate that
ceiling among the bureaus and elements of the
agency. Finally, the personnel ceiling is ap~
plicable only to one day cut of the year--~June
30. The agency head can (within dollar limita-
tions} exceed that celiling during the year so
long as the ceiling can be reached in an orderly

"However, employment ceilings exist to con-
strain increases, primarily because of the pro-~
per concern of the President, many members of
Congress, and the public in the number of

o)
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employees on the Federal payroll, regsrdless of
any other considerstions, Without ceilings,
there would be no effective control over these
numbers, and employment probably would increase
at a faster pace than ls novw the case. Eveén with
ceilings on part-time and temporary employment,
their numbers {Executive Branch less Postal Serv-
ice) have increased by 40,000 {(or 27%) over the
last four years. Full~time permanent employment
has declined by 40,000 over the same period.

"In summary, we believe that it is fundamentally
desirable to control the number of employees on
the Federal payroll and that the present system
provides the necessary flexibility for agency
heads to accommodate the needs of their agencies
for veak loads for part~time employment. The
40,000 increase in part-time and temporary em-
ployment over the last four years gives some
indication of the present ceiling system'‘s ability
to provide for new needs through this means. Ve
do not believe that further relaxation of these
ceilings is necessary to accommodate the objec-
tives that the report addresses."

Commenting on this report to the Chairmen, House and

Senate Committee. on Government Uperations, the Director, OMB,

said:

"* * % we have some indication that rigidity of
ceilings in some agencies stems from overly re-~
strictive or non-existent internal reallocation
mechanisms. It is incumbent on agency managers
to make the most effective use of part-time,
temperary, or full-time staff to meet the sea-
sonal and special workload requirements for their
respective programs. In our estimation, experience
has demonstrated that employment ceilings, when
properly administered by agency officials, have
not. been a deterrent to adoption of flexible
staffing patterns to meet the various and differ~
ing agency program needs."

® * * * *

"We also believe that it is fundamentally desirable
to control the number of employees on the Federal
payroll and that the present system provides the
necessary flexibility for agency heads to
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accommodate the respective needs of their
"agencies to meet peak loads with temporary !
or part-time employment. We further believe
that there is sufficient f£lexibility in the
present system to accommodate the objectives
of the report without further relaxation of
employment ceilings,”

By considering an agency's personnel needs in relation
to its anticipated workload during the budget process, OKB
and the President influence projected employment levels. When
the Congress approves programs and functions and appropriates
funds to implement them, personnel requirements can be deter~
mined more realistically and an effective control is established
over an agency's actual workload and employment levels. An
agency cannot hire workers unless it has funds to pay them.

In addition to these controls, OMB imposes a personnel
ceiling which limits the number of employees an agency may
have on its payroll on the last day of the fiscal year, re-
gardless of the work that must be accomplished and the funds
available. Distribution of thig ceiling by an agency among
its organizational elements and monitoring actual employment
by these elements to insure that the ceiling is not exceeded
on 1 day of the year creates an administrative burden and an
illusion of control.

We agree with the Director, OMB, that the Federal work
force should be no larger than needed to effectively, ef~-
ficiently, and economically carry cut the programs and func-
tions approved by the President and the Congress.

Although employment ceilings may be a tool to insure that
the concerns of the President and the Congress &as to total
number of Federal emrloyees are met, they are at best an
inferior substitute for effective management. Management at
all levels needs to aggressively seek ways to improve produc-
tivity.

27 YEARS' EXPERIENCE WITH
DEFENSE INDUSTRIAL FUNDS
(B~1598%6, OCTOBER 5, 1976)

Congressional legislation enacted in 1949 gave the
Secretary of Defense authority to establish working capital
funds (1) to finance inventories of such supplies as he may
designate and (2) for designated industrial and commercial-
type activities that provide common services within or among
DOD departments and agencies., Industrial funds are revolving
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funds modeled after businesa financial arrangements. in-
dustrial fund activities are given working capital to

‘finance the cost of producing goods and services ordered by

customers and later receive reimbursements by billings,
much as private business,

The record cof the past 27 years shows that DOD industrial
funds have achieved some of the objectives intended by the
Congress, but have not been the panacea many hoped for.

Some private business-like methods of operation could not
be brought into the Government.

Although patterned after private businesses, industrial
funds are subject to civilian employee ceilings and constraints
on hiring and firing, as are other DOD activities. As a re-
sult, industrial fund management does not have the flexibility
that private business management has to quickly increase or
decrease employment levels to meet workload requirements.

For instance, when workload drops off management is not able,
because of DOD and Civil Service regulations, to guickly
reduce its labor force.

Conversely, when unexpected work develops, personnel
ceilings freguently prevent management from hiring people
permanently to do the work. Thus, they must use expensive
overtime, hire temporary or part-~time help, use military per-
sonnel, or contract work out. But these substitute sources
of labor are also subject to constraints.

Besides decreasing managers' flexibility, these con-
straints also tend to present a disincentive. When coupled
with the need to keep a broad base of skills for mobilization
and the fact that work is largely allocated on the basis of
capacity and capability (that is, keeping employees busy)
rather than cost, managers have a strong incentive to keep
their staff~-particularly critical staff--even when workloads
deccease. They can keep the existing personnel ceiling,
thereby retaining the ability to be given work and take on
new or additional work when the need arises.

It is important to recognize in evaluating industrial
funds that personnel constraints also apply when appropriated
funds are used. While these constraints reduce the effective-
ness of the industrial fund concept, no advantage would accrue
from returning to appropriated funding.

As an alternative to personnel ceilings, Defense officials

and others have proposed that industrial fund activities be
permitted to use financial controls for managing staff levels.
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This has been tested at a few industr.al fund activities,
and although the ceilings were not totally lifted during
the tests, those evaluating the results, including GAOD,
concluded that scome benefits were realized.

The President and the Congress have long been concerned
about limiting the total number of employees on the FPederal
pavrolls and have used personnel ceilings teo accomplish this,
Although various congressional committees have periodically
considered excluding industrial funds from civilian personnel
ceilings (including the Senate Committee oh Appropriations
and the House Committee on Armed Services in early 1476),
the prevailing view has been that such controls are invala-
able and the decision has been to retain civilian ceilings.
Contrary tc the idea of relaxing ceiling controls, toth the
Sepnate and House Committees on Appropriations recommended
specific personnel reductions at individual industrial funded
activities in all services.

We suggested that DOD make further tests of operating
selected industrial funds withour personnel ceilings to
clearly and conclusively demonstrate whether financial con-
trols could be relied on to provide controls that meet con-
gressional requirements while permitting managers greater
flexibility. In response, DOD officials supported the idea
of operating without civilian ceilings. However, they feel
that applying this exclusion only to industrially funded
activities would penalize those DOD activities remaining
under personnel ceilings and deprive DOD the flexibility to
respond to unforeseen workload increaces and legislated man-
power reductions. DOD is concerned about the value of resum-
ing a test program limited to only industrial fund activities.

We agree with DOD that excluding only industrially funded
activities from civilian personnel ceilings cculd result in
tighter ceilings on other activities, and it was not our
intention to .mply that this be done. Our suggestion for
further tests was intended to see whether financial controls
acceptable to the Congress could be developed. We believe
such tests would be beneficial.

STUDY BY THE HOUf . COMMITTEE ON
ADPPROPRIATIONS' INVESTIGATIVE STAFF

Because of 1ts concern, the House Committee on Appro-
priations recuested its investigative staff to study and
report on the effects of end~of-year employment ceilings.
The investigative staff's observations were included in the
Committee's June 1976 report no, 94-1218 on appropriations
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for the Department of the Interior and related agencies for
the fiscal year ending September 30, 1977,

|
“tperasonnel ceilings have not effectively limited
employment but have resulted in artifically con-
trived staffing practices.' In the five bureaus
reviewed, there were over 9,000 empiloyees who
were actually working substentially full-time
schedules but who were charged off for ceiling
purposes as seasonal and intermittent help * # *,
The short term implications of this artificial
staffing situation include recruitment difficul-
ties, morale problems, wasteful turnover and re-
training, a watering down in the guality of the
staff and the buildup of a caste system with two
classes of employees,

"fContracting versus in~house performance deci-
sions are seldom supported by cost studies, even
though such studies are required by OMB Circular
A~76. It is clear that in many instances con-
tracting is more expensive than in-house perform-—
ance but bureaus have little incentive to make
cost analysis because additional personnel is
usually not a viable aiternative.'l

"Playing the 'ceiling game' (whereby thousands of
employees are separated just before the end of the
fiscal year and are rehired when the new fiscal
year beging) was criticized as 'wasting manpower,
generating volumes of unnecessary paperwork, im-—
pugning the credibility of Government employment
figures, confusing employees, and accomplishing
nothing.

"fRestrictions on hiring full-time staff have
generally impaired the competitive recruiting
position of these bureaus * *# *# Officials
complained bitterly about the frustrations angd
the time wasted in having to explain to bright
young college graduates why employment with the
organization has to be on something less than

& full~time pasis,‘'”

The Committee commented:
"It is clear that personnel ceilings greatly under-

mine the objective of maximum efficiency and ecoponmy
in the expenditure of Federal funds. The Committee
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strongly believes that do.lar levels and prudern:
management, rather than ar+ificially contrived
personnel ceilings, should 7jovérn the sievel of
permanent peositions allocated ¢o an agercy.

The Committee expects that OMB and the varicus
Departments will recognize the wastefulness and
futility of artificially low ceilings.”

TESTS OF EMPLOYMENT CONTROLS '
OTHER THAN PERSONNEL CEILINGS

As noted above (see p. 54), in Deczmber 1970 the Director,
OMB, agreed to eliminate ceilings on employment in DOD for a
l-year trial period. The purpose was to assess the effective~
ness of fiscal and program constraints on employment levels.

By letter of March 19, 1973, the Secretary of Defense
said:

"% ® % T agree that the concept holds promise as an
effective mechanism for the control of ocur personnel
strengths without unduly limiting the freedom of
operating officials to carry out their progrems.

*In fact, I find that the Department of Defense
has, with one exception, consistently followed
this policy of controlling personnel strengths
through funding limitations ever since the in-
itiation of the one-year trial period for fiscal
constraints, which began with Office of Management
and Budget concurrence on March 19, 1971. That
exception covered the period from January to June
1972 when late appropriation action by the Con=-
gress required sharp reductions in full-time perm-
anent employment in Department of Defense mili-~
tary functions by June 30, 1972. Time simply did
not permit the management communication of revised
objectives upon which the alternative controls
depend; nor were the controls themselves adequately
established at that time.

"Once the FY 1972 reductions were achieved, an

Assistant Secretary of Defense (Comptroller)

memorandum of May 22, 1972, reinstituted the

test of alternative controls on civilian employ-

ment within the Defense components without the

use of specific numerical ceilings. This policy

has been followed since that date and should con- .
tinue in effect in the foreseeable future.” |
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Althouch we made inauviries at Army, Navy, and Air Force
headouarters and selected commands and installations, we
found no DOD organizations that had actually tested the con~

cept except the laberatories that participated in Project
PEFLEX.

Project REFLEX, a demonstration of management through
use of fiscal controls without personnel ceilings, is die=-
cussed on pages 54 to 57. In our current review of controls
over civilian employment, we obtained information on actions
taken since the end of the test pericd, June 30, 1873,

Further testing of the REFLEX concept was discontinued
in DCG for all practical purposes, as a result of two actions:

-=In April 1974 DCD initiated a study to (1} determine
the reauirements for and capabilities of its labora-
tories, (2) identify excess capacity and overlapvina
capsbilities, {3) identify instencez where work could
be contracted at & savings, and (4) define a brogram
to upgrade the laboratories' cuality.

~-~In the Depariment of Defense Appropriation Avthoriza-
tion Acts for fiscal yeargs 1975 and 1976, the Cun-
gress established yearend civiltian personnel ceilings,
{See p. 12.)

By letter of August 13, 1874, the Lirector of Defense
Research and Engineering informed us that DCD had authorized
and encouraged the military departrents to continue Project
REFLEX. However, the April 1975 report on the DCOD laboratory
utilization study recommended a 10~ to l5-percent decrease of

the approximately 56,000 people in the laboratory system. In
those circumstances:

--Army extended part of the REFLEX concenrt, exemption
from manpower surveys, to practically all its reseerch
and development activities and four insteilations
beginning July 1, 1973, to June 30, 1976, but did not
exclude any part of the program from personnel ceilinas.
A report on the test at the four installations did not
provide conclusive proof of the effectiveness of REFLEX.
Some manpower managers feel that as long as ceilings
are imposed, REFLFX is meaningless and only causes
extra accounting.

--Navy discontinued testing the REFLLX concept. The
administration necessary to menitor manpecwer levels
in REFLEX laboratories and provide offsets elsewhere
was considered a luxury that could not be afforded in
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iight of reductions imposed on support areas in the
past few years. %

~~Air Force reimposed personnel ceilings on laboratories
that had participated in Project REFLEX and the test
was discontinued.

We have identified no civil agencies that have tested
alternatives to perscnnel ceilings for controlling employment.

Commenting on our report "Part-time Employment in Federal
Agencies,” the Director, OMB, discussed a test that we were
not aware of and on which we have no additional information.
The Director in his letter to the Chairmen, House and Senate
Committees on Government Operations, said that:

"You may be interested in some historical perspec-
tive on the issue raised in the Comptroller Ceneral's
report. The game issue on the elimination of ceilings
on part-time and temporary employment arose in 1965,

"At that time Congressmen Henderson, Chairman of the
House Subcommittee on Manpower,; qrestioned the in-
clusion of part-time wuand temporary employvees in the
numer ical count against personnel ceilings on the
grounds that this practice is restrictive and tends
to decrease flexibility in the management of employ-
ment in the Federal Government.

"Accordingly, the Bureau of the Budget adopted the
policy that for the 1967 Budget (transmitted to the
Congress in January 1966) primary attention would

be given to controlling employment in full-time perm-
anent pcsitions. Thus, the allowances in connec-
tion with the 1967 Budget established firm ceilings
only on the number of emplovees in full~time perma~
nent positions. Part-time and temporary employees
were not charged to an employment ceiling. Instead,
the agencies were expected to Keep their part-tinme
and temporary employment to the numbers tha* were
needed to accomplish agency missions and tha: could
be financed within the funds provided for personn=zl
compensatcion.

"The effect of droupping the rumerical control on
part~-time and temporary employment was quickly
evident, Between January and September 1966, a
21.6 percent increase in part-time and temporary
Federal employment occurred, far more than the
normal seasonal increase. The criticism from the

-
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Congress and the public on the significant cise

in part~time and temporary Federal employment

in 1966 caused a reinstitution of a ceiling on
temporary and part-time employment by direction

of President Johnson on September 20, 1966, We
believe that the 1966 experience just cited lends
credence to the proposition that evploymént levels
cannot be adeguately controlled with dellar limita-
tions alone,”
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e A EHECUTIVE OFFICE OF THE PRECIDENT
' . OFFICE OF MANAGUMENT AND BUDGET
YWAGMIKRGTOM, 3.6, ¥ i6

MAR 2 &4 017

My, H. L. Krieger, Director

Federal Personnel and
Compensation Division

.5, General Accounting Oifice

Washington, D.C. 20548

Dear rir. Krieger:

Thank you for your letter of March 7, 1977, providing me an
opportunity, as new Director of this Office, to comment on
your draft report “Personnel Ceilings--A Barrier to Effective
Manpower Management.”

You noted in yvour jetter that ny predecessor, Mr. James T. Lynn,

did not agree with the report's recommendation that the

Director of OMB issur a policy statement declaring his intention
to “iscontinue personnel cellings on an individual agency basis,
as scon as the agency demonstrates that it can and will con-~
trol employment without ceilings. Instead, Mr. Lynn proposed
the establishment of a task force to develep criteria and plans
for a test cf the feasibility of contreolling employment by

means other than direct employment ceilings. The test would
involve lifting employment ceilings in one or two suitable
agencies {(or parts of agencies}.

As you know, on March 1 thz President imposed an imrediate,
temporary limitation on Federal civilian hiring pending the
establishment of revised employment ceilinas. This Office is
now in thoe process of developing, under specific guidance from
the President, revised emrployment ceilings that are expected to
be lower than those provided with the 1978 Budget by the previous
Administration. Thus, the issue of whether executive branch
employment ceilings will be continued has been resolved for the
immediate future.

Unuer the circumstances, I do not believe that this is the
time to discontinue employment ceilings for some zgencies—-
even on a limited, experimental basis., Such an action would
be inequitable to the vast majority of agencies, who could not
be included in the experiment. Nor, if past expericnce is any
guide, would it further the President's objectives.
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Thank you again for affording me the opportunity ¢o prescnt
my views on this subject.
incerely, s
£

[ Soda

Bert Lance
Director
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- . EXECUTIVE OFFICE OF THE PRESICONT
N
. [ COFFICE OF MALAGE A & ARD BUNGEY
: WASHILQTON L& TR

Henorable Ulrey B, Staats

Comptroller Ueneral of the
United Stotes

B.S. General Accovntiny Uiface

441 'G* Strect, NN,

Washington, ©.C. 208546
Dear Elner:

This responds to your recuest {or commants on th~ Ganeral
recounting Office's (GRO) draft report on persenncl cerlainge
VETBUS MONULArY Or procran iritations as requested in

Mr. Kr.eger's letter of Septemher 22, 1976,

Qur respective staffs have had informal discussions on this
subject both before and after the GAO draft report was pre-
pered,

We are in full zgreement with ihe tepert's stxtemsnt that:

*The Congress. the ’resident, and OX8 are concerned
ahout ef{fective, efficient, and econorical use of
manpcwer, but they luck agsurance that Lhe agencles
would effectively control e-~oloyrent levels {f they
were not constrained oy nurerical ceilings,*

Chapter 3 of the draft report is renicte with illustrations,
anecdcta' in character, trat stro-~cly reinfcrse our lack of
assurance that agencies would centrol emplovment levels wwithe
out the ¢ei1inag censtraint.  The coasideranle discussion

about essential work not being accormplished 15 eften a very
subjective judgrent by a-proagrar or unit mananer--not the
consideren OPLNION UL FOrgons witnh oHroawer responsibility.
Clearly, tne thread runring theovan charters 3 and 4 of the
draft report 1s that rmare Fedezal erplevees; added funding,
less interfercnce ana fewer censtraints by the Congress, the
Presaident, OIS, the Civl Service Co~nmission, and higher ievel
agency officirals will renult an rore effeclave program mansye-
ment in the fi1eld,

The repert gives too ~urh credence Lo unsupsorted, or only

partially suouorteu, statements and rmost of the time does not
atrempt to guantify or to {ollow through the organizational
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chile the many comLlslnis .ecorded tn thedse chspters.
Further, although previc.s SAD seseets fe.n., A=1%5e3% ¢f
July 1973} Bave eppratired the anceld to congider the {ull
co4t of euplovee Be-olivte {o.g., jcetife~ent), ~he drate
Fepnrt CL.08 LOT BO8M S0 FcCONNEEe tne suibtenizel brSlon
COLLSE QSuOIlated with wee ol 089731 endivyees, I Chi 6
FESpect, (he Boptrt poe®n L0 S0LL0Y Claterdnly CLnCelang
&lleged sdditauvnal ©osts of €ORtratiing Withoul Quesu.on.
Likewiga, the ?fact that grpleyrent zeiliags might result in
increased conteactang in HI0ab W O¥e Lhe Pelvtal GCovernrent
i compotitive With private 105 and 1N sacraaced greety
to State and fonil qovernrents In 4i6as where CHosE qovarn-
aonts are &8 &bhle ap the Federal Coverrnfent o carry oyt
the prrgras §8 hot 4 V80310 argutent saeinat crployment
caiitngs., On "de Conlya:iy, t% hag Leen the stated policy
of thie and pricr RACBaSlutlaflons L0 “svor private {irvme
&nd Stase snd lotrl Guvesroenth 30 BUTH Circuvetadcus,
Jmpliciey, your dzaft report taszes I1FSue with that polscy.

The report indicates thaet offfcials of r0H8t aneniet
reeponding to CAD jnquiries stated ¢hel prreonnvl cetlings
allow thom sote manscetsnt flexibilicy, sthie Lhey opnly
enly Lo the last gay af tha yerr., Targ aporoadh parrmite
the agansies 0 adrusl oncloysent Jevels of therr Giganila~
tional compr neats Auring the course uf the year., Hanyg of
the problees cited in the feport are due LD iHAUYCHURLT OF
inflex:ble internal cersonspl marsgerent Lractlices,. Father
than to the hroad agency-wide, year-esd erslsyrent eslings.
In fact, ofisciale ©f twl parent agencliey Civsgreed with
their fivld representat ves thas,. wriloyoent cetliras alone
wvere responsible for certesrn poeblera.  Lore cf the cume
Plair ¢ neted by field rafaoersd afo Lypscal Cfe.st3unal
probiers thet should Le resclved by ioual rasragers.

W are alao converned that in developing tte report the

GAQ rolicrted zcverge varwent Concernine ~ereonapl ceilaings
without tckine in*oc account norral precilections in favor
ef hiring more Feleral erployeres. 1t i3 rnatural for
maragers b0 dest v rore rerscnnel undar thest direct contrel
without restraxrt., Tt 15 alen mLiural o disfegard a}1
indirect costs.,
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&8s we have stated in wrevious corwanicstions on this subject,
we believe that:

®.ov. employment cC211NnGS CX18L tO CINBLrain ANCreases,
primarily beciuvce of the viorer concern ¢f the Pros:-
dent, many renbers of Conaraess, and the public in the
pumber of employees on the Federal rayroll, regasrdluess
of any other considerations. Without cerlings, there
would be no effcctive control over these nurbers, and
employment probably would intrease at a faster pace
than is now the case. ..."

It ig the las. phracze of the penultimate sentence “regard-
less of any other considerations” that has never boen
properly addressed in the many reperts on the subject of
employment ceilings that your Office has issuved,

For these reasons, we continue to believe that it 1s funda-
mentally desirable to control the number of emplevees on the
Federal payroll and that such a positiop correctly reflects
the preferences of the Congress, the Pres:dent; and the
public,

GAO note: Deleted material pertain tc matters discusssed

in or in response to tne draft report wnich are
omitted from this {inal report.
T~
we would propose to estallish a task

force that would develop crater:a for concurting a controllcd
and rigorius test in one or two soitable dzencies (oY part.
of agencies). The task force weuld alse cdevelep an actien
plan to determine the feasibilaty of controllinag erplovment
levels by means other than by direct erployment cellinas.
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We would expect that the Jeveloprnent of the criteria and
the test itself would take three ycars and would require
the active cooperation o0f the affected agencics as well
as the aliocation of resources by those involved.

Should you be amenedle to wur suejestiorn, pllase ask your
staff to contact Mr. George H. Strauss (395-3172) so that

the preliminary staff discussions can begin at an early
date.

James T. Lynn
ifector

¢cc: Chairman, CSC
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URITED STATES CiVik SERVICE COMMISSION 5 EERY RUNT CE R
BUREAU OF POLICIES AND STANDARDS
WASHINGTON, D.C. 26419

O ERLRAT

0cY ¢ v Kb

Br. 8. L. Kxleger

Director

Fedaral Persoanel pad (owprusation Divisicn
G. $. Gapergl iccounting 0£%ice
Hagbiogton, D.C. 20548

Tagr Mr. Rriegss:

Ha heve verd with intarest the Gensral Accounting Offles’s drafc repore,
Pereonsel Ceilinps - A Burrier to Pffecrive Mensower Maspower Menagoment?
¥vom our esperiences with Federul agencias on munpowet mattele, we ieve
"o teReon to doudbt the report's centval fiodisgs that {a} persennsl
cefilings sre often sduinfetersd infiexibly and that (b) the exfsrenze of
fixed ceiifnge on the vieible category of Vederslly-{unded civilisn
employment can force Pederal menagers to regeril to mopn-cootrolled
categeries of swployment, scmefiznse &¢ higher cosc (o the Coverrsant, o
order £o gel pecassery wark accomplished.

Ha thavefore vesd with particular interest the report's recommndstions
that the Office of Fenmgewent acd budget:

v o statement of policy whieh decleres the futention of
discontinuing the use of persoonel cellings on gn individual
agency bueis o spou &8 the agency demonntrstes that 41 hes an
acceptable system for esvimeting zud controlling sanpowss
requirenents without ceiling contrels.

e~  Estsblich a task force cowvposed of representstives of G2, ...
Civil Service Commission, end eelected agencles to develop
methode, publish guidelines, ond provide technical gseipiance
to agenciss for developing such syetems.

Fetablish a continuous system {er evelusting apency eystems
for estimating end mansging manpovwer resources without perponnel

cellinga.

While we are by no meens convinced that thase are the best or the only
reconmendations that could be made from the report’s findings, the

Fea T
e AL% |, | MERT FRINCLES ASSURE
QUALITY AND EOUAL CEPORTUNITY
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Covualysion would certainly be willing, i¥ called vpon, to esrvs on the
vetommanded task force, provide sseistrmcs do sguecy wvslustions

s uY
provide vhataver sther ssafefence that might be deofivred.

{See GADQ note 1,

D. 7841
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{See GAQ note 1, below.]

The GAD report does not discuse in detzil the ssonar in which Pedersd
agencina Teport oo their “Full Yies Pervsnent” employment to USCSC esch
potth, USCSC has propoded to OF3 & change im the reporting definitions

(carsey, career conditionsl, temporsvy, term, ete.) rvather than by the
position the ezployes occupies (move then ooe vear). ¥We bulieve thds
Teporting change would more accurately peflect the continuling {("pesngnent™
in g Tesarel progrem sense} workforce. This point fe oaly tszgeneially
wontisecd in the GAD repork (psge 54, footnotz ¢) and mirht be emphasized
to fllustrate end asticulste the concarn on the part of personnel ceiling
propoocnte that the sizs of the permanent wovkiaves be costroliad.

Sincevrely yours,
> g 1
[EE N a%
R Frederick A. Kistler
Director

G .
AD notes: 1, Deleted commentes pertain to suggestions
for clarification of méterial contained

in the drart report b i i
repore. ut not in the fipal

2. pdqe fefﬁ's_ences in this 6[){)8\‘:@32& ma,’ nOt
COffC‘SpOHd te page numbers } hi ]
! =
i In thle flnal
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OEPARTWENT OF AGRICULYURE
CIFCL CF *mE 5028¢ saY
WASRIR S 0N 0§ 20250

pacenbar 9, 1878

¥r. Menry Eschvege, Director

wiunity ane Ecorozic Leveloprent Division
U.8, General Accounting Office
Yashingvon, D.C. 20548

Dear Mr. Eachwege®

Here are the Departoent's comments regarding the Ceneral Accounting
Offica's Draft Report: ‘'Personnel Ceilings ~ & Darrier to Zffective
Kanpower Manngepent?”

Ve supgest that the rveport include tvo srees not covered in the draft.
The fivet of these 1s an anslysis of unfunded liabilities of the Civil
Service Retirement Fund, If reclrecent deductions are currently not
adequate to maintain the tetirvesment fund at sctuarially sound levels,
this additional cost nhould be added to the cost cf direct Federal
employment, This could affect managesent docfslons tegsrding the use
of Federal ewployment vs. conlractuzl services.

The second area which stould be er+zidered in the report is the {mpact
of the Congressionral Budget and Iagoundnent Contrel Act on personnel
requirements., In past yeavs, Appropriation Acts were normally passed
long &ftev the bepinning of the fisczl yenr. Detween the beginning of
the (iscal year and the passage of tne Act sgenties were reguired to
operate snder a coatinving vesolution. If Congress passec the full
smount of the appropriation, or increased the level beyond thut request
agencies we-g¢ required to carry out & Yeer's prograd of work in such le
than a fell year., ¢ndet such conditions, a large nusber of ¢omplo,ecs
often had to be added during tne latter part of the year. 7The hew Act,
with fts eaphasis on tipely passage of Appropriations Bills should
eliminate or at Jeast sharply reduce this proolem.

ed,
5§

The report avgues not so ouch far the elimination of z2mplovwment ceflings
s for the orderly managencol of cur persconrel resources. We feal that
some type of effective controls wust be mailatained cover the grodwth in
Federal coployment.

We appreciate the opportunity to offer our comments.

Sircerely

prd ./:, v
sAply e
hosicilap-Toiretary
rei;kdsinistrat&on
79 4
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“;'.t:"E CEFARTMENT OF HOUSING ARD UREBAN DEVELOPHENT
iumi & RaLhiRC 0N, B.C. 2418
o &
VEFIEE OF Twll 6850Faecl DACNE oGy aaye
POR QMY B TG UCT 23 Ao 4 BROLE RETAE TR
AHR

Pr. Henry Eschwege

Director, Community and Cconcaie
Leveloprent Division

U. §. Geaeral Accounting Office

Hashington, D.C. 20548

Bear Hr. Eschwege:

Secretary Hitlg has esied me to vespond to your letier of
Septerber 28, 1976, transetiing copies of your draft repert to
the Congress on your review of controls over civilian erployrenis«
personnal catiings versus moretary or progream limitations,

&8 I indfceted *~ my letter to ¥r. Newell of your office on
August @, 1976, our experience in HLUD Fas been that the mansgerent
problems cited {n your ,2port as ¢rzated by perscenel cerlings.
would not be lessened sporeciably by the abolition of persennel
- ¢cellings, {eflings are closely coordinated with the atlendent
eperations] appreopriationt. Yne seprepriatisn as a sols contrel
_—— woulc permit tittle stafiin, movement from the cersonnel ceilings.

s ¥ aleo indicated in my Yetler, we do pot object {u the
arinciple of 60Ylar controls per se, onlys to the Snnerent dupiiceticn
that resules in the present clirate of nterest in biniting aymters
of piizonrel.  This Departrent has no chyection, however, to further
testing of controls witrcut personnel cerlirgs on @ selective besis,
&5 proposcd In your report.

Sincerely,

~
Thomes @wﬂi
Thomas G. Cody i

Assistant Secratary”
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OFFICE OF THE SECREYARY OF TRANEPORTAYION
WASHIRGYON, DE. 30330

L3941 5TART LICETTAGY
0% ABMUMTIBANIENY

November 19, 1976 %

. Henry Eschwege

Director

Community and Ecoromic Develotment Division
U. S. General Accounting Oifice

HWashington, D.C. 20548

Dear Mr. Eschwege:

Thiz is in response to your letter of September 27, 1975, requesting
corments from the Desartrent of Trans:ortation on the Generzl Actounting
0ffice draft report entitled, “Perscrnet Ceilinas - A 8arrier co Effective
Manpower ilanagement?” ‘e nave reviewed the report in deieil and prepared
z Depariment of Trensnortation reply.

Two copies of the reply are enclosed,

Sincerely,

B et e F P EEG

William 5. Heffeliinger

Enclosures
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DEPARTHEHT OF TRALSPORTATION'S REPLY

T0 GAQ DRAFT REPORY

SEPTENBCR 27, 1976

Or

UPERSCONLEL CEILINGS - A FARRICR T2 CFFECTIVE

HALPCUER FANAGERZNT?Y
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summary of GAO Findings and Peco~—endations

GAQ documents & number of examples where it believes that personnel
ceilings have forced manzgers of Fedoral field elements to resort

to actions detrimental to Federal and public iInterests. These actions
{nctude reductions in force {(PIF); cuthacks in services; use of con-
tractors, ete, GAD contends that personnel ceilings, because they

are so inflexible, o not aliow the Federal manager to operaie his

‘program effectively, and provide little incentive for improved mynage-

ment., Personnel ceilings also force managers to use alternate sourous
of manpovier, GAQ criticizes this effect of personnel ceilings since
“Yimiting the number of persons on the Federal payroll mey obscure the
reatity that the Government incurs the cost of gerting essential work

done regardiess of the type of manpower used.®
¥

GAD recormends that the Office of !lenagement ang Rudget {016}, after
consultation with the appropriazte Congressional comnittees, make 3
gradual move towards the discontinuance of personnel ceilings. Personnel
ceilings would be discontinued on an individual agency basis when it
demoncirates that it has an acceptable systen for estima-ing and con-
trolling manpower rescurces., A task force wvouvld be established to
provide guidelines and assistance in developing such a system.  Cune
currently, a system for evaluating the manpover control programs of the

various agencies would also be es*ablished,
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Sur—ary of D37 =asition

«

He basically concur in concept with the GAO recornendation that the

AEL L s 28 "laewamemao® owd P A8 % F T a s I R O S
ViTiLt Ul cahicyuiitnl cnQ BUUQEL e1101nate personnet Ceiiings, previewnsg
athor accentahle reznuvee contends ran be petabYiehaod and nescen offas
Hed UBLLUPLUT IL L oWW WO Wl WY WG MY e JRTTU QI MTUYCI QI iICL™
tive. We fully cadorse GAD's recommendation that & task force be
established to explore various alternatives to personnel ceilings, as

well as developing & system for the continuing cvaluation of each agency's

program,

However, within 00T we have found that intermsi personnel ceilings when

P T O S L L T Sy K P - N
properiy sdministered and wsed in corjunction with other e power contirois
Arn mrrutds wazl rantenl whtrh mramntoas ~f8Camdiun memrd ACEi Mt o md 162V o
B PR RV AW T RLE LAHILEUVT TEITIWHE PP I AIRT D LHITRL LIV OGN Ui [LITHL LT T L~

tion of manpover resources. [ffective managenent of personnel ceilings
has measurably enhanced this Departrent’s flexibility to respond to
unexpected program requirements or shifts in priorities by reassigning
resources from low or diminishing prieri. - programs and is one of the

few tools available to an agency head to rmeet priority requirements
without being limited by the budget appropriation process. In view of
our success and satisfaction to date with personnel ceilings as a manage-
ment tool this Department would continue to control manpower ressurces
through a personnel ceiling system until a satisfaciory and tested siter-
native could be identified which would prove as effective and economical

&5 the current personnel ceiling systen, .
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Position Statement

!

?hé GAD report cites a significant number of examples of cates in which

it related personnel ceilings to manpower problems of the field elerents
of varigus egencics. The problens witica GAQ related to externally imposcd
personnel ceitings are well witiiln the experience of every Federal agency
and suggest an underlying need for & thorough exploration for and examis
nation of various alternatives to personnel ceilings which would give
Federal managers the resources necessary {0 effectively conduct their
prograns without a significant and sudden growth of the Federal work

force,

While personnel ceilings in the examples cited by GAD, are described as
overly restrictive ard a deterrrent tr good ranagenent, there is no Cone~
clusive evidence, or GAD analysis, which substantiztes thet personuel
ceilings per se, and not sore additional factors, are the real and

basic probiem. Speaking strictly from a L2T standpoint, our ranpouer
confrol system is 50 designed that it permits maxirmun flexibility to
meet priority or unexpectsd requirerenis on a true need basis, while

at the same time providing the adcouate controls to insure the most
effective and efficient utilization of manpower where it is needed the

most.

As far as the other exanples cited in the GAO report regarding other
agencies and their oroblens associated vith personnel ceilings, sonme

of their problems could stem fron eother factors and we can nat auto-

matically conclude that personnel ceilings zlone are tetally to blare.
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A0 shovs that in @ aurter of cases, due to percornel ceilings, manavers
¢f Federal activities resorted to costly oractices such as boildirng up
backlogs. RIF's, contracting out wort, veducing servicos, etc. Having
c?gimed that personnel czilings are the cauis GAD concludes that persunnel
ceilings are restrictive and thet another control mechenisn should be
installed., Due to the fact that & veriely of factor: ruy be {nvolved

in the menpouer resourie difficutiies outllined in the GAC =eport, we
believe that GAO's conclusions are nol totally substantiated by its

findings.

We agree that fongressional and OB restrictions on panpouer have under
certain circumstances end situations inhibited our internal nanagesent
and that the rost effective mana qemont of ranpnuer retources for
accomplisheont of the public service. is srobably rot hest athieved
throuanh the use of perccnnel cedliangs. However, we btelieve thore are
certain oraanizations end particular instences where personnel ceilings
are necessary, especially from e pullic relotions standpoint in the eyes
of tie general public. Even louch personnel ceilings night not be the

pitimate answer, untit attor alternatives can te cxplored and proven

effective, it is the bLest system available,

We are jactined 2o agree with GAD thet am unintended effcct of personnel
ceilings may be that Federal raragers atterpt to circurvent personnel
ceilings by contracting cvut sore kinds of work which might be more

approariately or more econcmically "crfurnad in-houce. In thase cases
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where work s unjussifinbly cortrected out we concur with GAG's obsgryse
tion taat "limiting the puster ¢ perse s on Lhe Federal payroll ray
obscure the reality that the Soverrrent incurs the ¢ost of getting
gssentis] work done regardless of the type of maniouer vsed.™ We have
Found that personnel ceilings are divectly related to 2 departrental/
agencies’ policies on sse ¢f contracts for perforning covermment Lork,

s eyncest
sugges

i

[ad

howaeer, that sxtessive use of coptraciors
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Ythough rolated
and closely intertwined with personnel ceilings, may be the result of &

Tack of adeguate internal acency controls on the vs2 of conliraclars,

personnel ceilings, like agency reoulations, policies and funding Hmita-
tiong, shou § be considered part of an overzll rmarage-ent control systen
which enables managerment tou assign or rirect priorities and program
erphasts 2s well as determine the maxirum level of resources to be
devoted to accomnlishing ohose activities, Hanpover raregerant and
control systems are one of the fev tools available to an acency head

which he can use to nmeet irrediaete pricrity reouirements vithout being
Jimited hy'the budget z2ppropriaticn process. Sound miyapiuer planning

and management, combined with an efficient marpower allocaticr system,
have assured adequate resources to accorplish the missicr and goa’s of
this Department. In our opinioun, personnel ceilines ans the corresponding
control systems established to administer these Ceilirgs, when ysed in
conjunction with other Departrental managenent controls, nrovidns a mos!
effective and officient vitilization of DOT's manpo.ev and fiscal resources
and cosld be wmade equallly effective in O%hﬂf TJepartoonts and agencies

in the Federal government,

§7



.

APPENDIX HI APPENDIX XI

Hhite this Cepartment recognizes the shortcomings of personnel ceiiings

as & method of control and is willing to expiore uther alternatives,

before we would iastituie a different type of system we would have 10

be satisfied that the alternative approach not only was as effective

4= - ; EL4
but that it was ey effi

df‘:')&m Sadans, E? Qéf-:‘\,mgﬁﬂ_‘;;m

FiiTian P, D3vis

Deputy Agsistant Secretary
for Administratica
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UNITED STAYES CF AMERICA y
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October 27, 1976

Puisrable Dimer B, Steats
(omprroller General of che United Stztes
General Aocounting Bffice
Razhingeon, 00 206548
Dear 4r, Stoste:
The Genersl Services Administration has reviewed the draft veport
Initisted by the Comptrolier Gonerz) for tue Comytess concarning
persomel ceilings. ¥We are In agreement with your pioposal and
recommendation? te astabliish sontrels over civilien enploypent
basud on cost racher thaa on the present sy. .= bused on personnel
aetlings. Yo hiad espiessed the gaze sentiments seriler in our
cormments end cbiervations previcusly provided to Mr. Poul Hewell,
Assistant Director, Fedstal Pergonnel and Compensation Divicien,
GAT, in Gotober 197S. )
Sincerely,
e S Vi
r"ms%ﬁﬂ~ é@{,mwmm

fERRY Cf%ﬂﬁﬁs
Deputy Wohinistrator
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PRINCIPARL OMB OFFICIALS RESPONSIBLE FQEL

ADHMINISTERING ACTIVITIES

DISCUSSED N THIS REPORT

Tenure of office

- . From To
DIRECTOR:
Thomas B. Lance Jan. 1977 Present
James T, Lynn Feb., 1975 Jan. 1977
tres L. Ash Feb. 1873 Feb., 1975
Casper W. Weinberger June 1972 Feb. 1973
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