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T'o the Congress of the United States:

1 am transmitting to the Congress today a comprehensive program
to reform the Federal Civil Service system. My proposals are intended
to inerease the government’s efficiency by placing new emphasis on the
quality of performance of Federal workers. At the same time, my rec-
ommendations will ensure that employees and the public are protected
against political abuse of the system.

Nearly a century has passed since enactment of the first Civil Serv-
‘co Act—the Pendleton Act of 1883, That Act established the United
States Civil Serviee Commission and the merit system it administers.
These institutions have served our Nation well in fostering develop-
ment of a Federal workforce which ie basically honest, competent, and
dedicated to constitutional ideals and the public interest.

But the system has serious defects. Tt has become a pureaucratic maze
which neglects merit, tolerates poor performance, permits abuse of
legitimate employee rights, and mires every personnel action in red
tape, delay and confusion.

Civil Service reform will be the centerpiece of government reorga-
nization during my term in office.

1 have seen at first hand the frustration among those who work
within the bureaucracy. No one is more concerned at the inability of
government 1o deliver on its promises than the worker who 1s trying to
do a good job.

Most Civil Service employees perform with spirit and integrity.
Nevertheless, there is sfill widespread criticism of Federal govern-
ment performance. The public suspects that there are too many gov--
ernment workers, that they are underworked, overpaid, and insulated
from the consequences of incompetence. :

Quch sweeping criticisms are unfair to dedicated Federal workers
who are conscientiously trying fo do their best, but we have to recog-
nize that the only way to yestore public confidence in the vast majority
(vivho work well is to deal effectively and firmly with the few who

o not.

For the past 7 months, a task foree of more than 100 career civil
servants has anatyzed the Civil Service, explored its weaknesses and
strengths and suggested how it can be improved.

The objectives of the Civil Qervice reform proposals I am frans-
mitting today are:

—To strengthen the protection of legitimate employee rights;

—To provide incentives and opportunities for managers to im-
prove the efficiency and responsiveness of the Federal Govern-
ment ;

—To reduce the red tape and costly delay in the present per-
sonmel system;

—To promote equal employment opportunity;

—"Po1mprove labor-management relations.
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My specific proposals are these:

1. Replacing the Civil Sercice Commission with an Office Of
Personnel Management and a Merit Profection Board —QOriginally
established to conduct Civil Service examinations, the Civil Service
Commission has, over the vears, assumed additional and inherently
conflicting responsibilities, It serves simultaneously both as the pro-
tector of employee rights and as the promoter of efficient personnel
‘management policy. It is & manager; rulemalker, prosecutor and judge.
Consequently, none of these jobs are being done as effectively as they
ghould be.

Acting under my existing reorganization authority, I propose to
vorrect the inherent conflict of interest within the Civil Serviee -
Clommission by abolishing the Commission and replacing it with a
Merit Protection Board and Office of Personnel Management,

The Office of Personnel Management will be the center for per-
sonnel administration (including examination, training, and admin-
istration of pay and benefits) ; it will not have any prosecutortal or ad-
judicative powers against individuals. Its Director will be appointed
by the President and confirmed by the Senate. The Director will be the
government’s management spokesman on Federal employee labor rela-
tions and will coordinate Federal personnel matters, except for Presi-
dential appointments. ,

The Merit Protection Board will be the adjudicatory arm of the new
personnel system. It will be headed by a bipartisan board of three
members, appointed for 7 years, serving non-renewable overlapping
terms, and removable only for cause. This structure will guarantes in-
dependent and impartial protection to emplovees. I also propose to
ereate a Special Counsel to the Board, apointed by the President and
confirmed by the Senate, who will investigate and prosecute political
abuses and merit systent violations, This will help safeguard the rights
of Federal eniployees who “blow the whistle” on violations of laws or
regulations by other employees, ineluding their supervisors.

In dddition, these proposals will write into law for the first time the
fundwnental principles of the merit system and enumerate prohibited
personnel practices, ’

2. A Sewior Krecutive Service—A eritical factor in determining
whether Foederal programs sneceed or fail is the sbility of the senior
managers who ran them. Throaghont the Fxeentive Branch, these 9200
top adininistrators carry responsibilities that are often more challeng-
ing than consparable work In private industry. But under the Civil
service svstem, they Inek the incentives for first-rate performance that
wmanagers i private industry have, The Civil Service system treats
top managers just Iike the 2.1 million employees whose activities they
direst. They are equally insulated from the risks of peor performance,
and equatly deprived of tangible rewards for excellence.

Ta hielp solve these probiems T am proposing legislation te create o
sentor Exeentive Service afferting managers in grades G8-16 through
non-Presidentially appeinted Exeentive Level TV or its equivalent. It
woukld ailow :

—Transfer of executives among senior positions on the basis of
sovernment need ;

—Authority for agency heads to adjust salaries within a range
st by faw with the result that top managers would no longer
receive automatic pay inecreases based on longevity:
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annual performance reviews, with inadequate performance re-
sulting in removal from the Senior Executive Service (back to
(3S-15)} without any right of appeal to the Merit Protection
Board. .

Agency heads would beauthorized to distribute bonuses for superior
performance to not more than 50 per cent of the senior executives each
vear. These would be allocated according to eriteria prescrived by the
Office of Personnel Management, and should average less than five per
cent of base salary per year. They would not constitute an increase in
salary but rather a one-time payment. The Office of Personnel Man-
agement also would be empowered to award an additional stipend
directly to a seleet group of senior executives, approximately five per
cent of the total of the Senior Executive Service, who have especially
distinguished themselves in their work. The total of base salary, bonus,
and honorary stipend should in no rase exceed 95 per cent of the salary
level for an Executive Level IT position.

No one now serving in the “supergrade” managerial positions would
be required to join the Senior Executive Service. Butall wonld have the
opportunity to join. And the current percentage of non-¢areer super-
grade managers—approximately 10 per cent—would be written into
law for the first time, so that the Office of Personnel Management wonld
not retain the existing authority of the Civil Service Comunission to
expand the proportion of political appointess,

This new Senior Execative Service will provide a highly qualified
corps of top managers with strong incentives and opportunities to im-
prove the management of the Federal government.

8. Incentive Pay for Lower Level Federal Managers and Super-
risors.—The current Federal pav system provides virtually antomatic
“step” pay increases as well as further increases to keep Federal sal-
aries comparabie to those in private business, This mav be appropriate
for most Federal employees, but performance-—not merely endur-
ance—should determine the compensation of Federal managers and
supervisors. I am proposing legisiation to let the Office of Personnel
Management establish an incentive pay system for government man-
agers, starting with these in grades (35-13 through G5-15. Approxi-
mately 72,000 managers and supervisors would be affected by such a
systemn which could later be extended by Congress to other managers
and supervisors, '

These managers and supervisors would no longer receive automatic
“step” increases in pay and would receive only BG per cent of their
annual comparability pay increase. They would, however, be eligible
for “performance” pay increases of up to 12 per cent of their existing
salary. Such a change would not increase pavroll costs. and it should
be insulated against improprieties through the use of strong andit
and performance reviews by the Office of Personnel Management.

4. A Fairer and Speedier Disciplinary System~—The simple con-
cept of a “merit system” has grown inio a tangled web of complicated
ruies and regulations,

Managers are weakened in their ability to reward the best and most
talented people—and to fire those few who are unwilling te work.

The sad faet is that it is easier to promote and fransfer incompetent.
empioyees than to get rid of them.
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Tt may take as long as three years merely to fire someane for just
cause, and at the same time the protection of legitimate rights 1s a
costly and time-consuming process for the employee.

A speedier and fairer disciplinary system will ereate a climate in
which managers may discharge non-performing employees—using due
proce&:,?——with reasonable assurance that their judgment, if valid, will
prevail.

At the same time, employees will receive a more rapid hearing for
their grievances.

The procedures that exist to protect employee rights are absolutely
essential.

But employes appeals must now go through the Civil Service Com-
mission, which has a built-in conflict of interest by serving simultane-
ously as rule-maker, prosecutor, judge, and employee advocate.

The legislation I am proposing today would give all competitive
employees a statutory right of appeal. It would spell out fair and
sensible standards for the Merit Protection Board to apply in hearing
appeals. Employees would be provided with attorneys’ fees if they
prevail and the agency’s action were found to have been wholly with-
out, basis. Both employees and managers would have, for the first time,
subpoena power to ensure witness participation and document sub-
mission, The subpoena power would expedite the appeals process, as
would new provisions for prehearing discovery. One of the three exist-
ing appeal levels would be eliminated.

These changes would provide both emplovees and managers with
speedier and fairer judgments on the appeal of disciplinary actions.

5. Improved Labor-Management Relations—In 1962, President
John F. Kennedy issued Executive Order 10988, establishing a labor-
management relations program in the Executive Branch. The Execu-
tive Order has demonstrated its value through five Administrations.
However, IThelieve that the time has come to increase its effectiveness
by abolishing the Federal Labor Relations Council created by Execu-
tive Order 10988 and transferring its functions, along with related
functions of the Assistant Secretary of Labor for Labor Relations, to
a newly established Federal Labor Relations Authority. The Author-
1ty will be composed of three full-time members appointed by the Pres-
ident with the advice and consent of the Senate.

T have also directed members of my Administration to develop, as
part of Civil Service Reform. a Labor-Management Relations legis-
lative proposal by working with the appropriate Congressional Com-
mittees, Federal employees and their representatives. The goal of
this legislation will be to make Executive Branch labor relations more
comparable to those of private business, while recognizing the special
requirements of the Federal government and the paramount public
interest in the effective conduct of the public’s business. This will
facilitate Civil Service reform of the managerial and supervisory ele-
ments of the Executive Branch, free of union involvement, end, at the
same time, improve the collective bargaining process as an integral part
of the personnel system for Federal workers.

It will permit the establishment through collective bargaining of
* grievance and arbitration systems, the cost of which will be borne
largely by the partiss to the dispute. Such procedures will largely dis-
place the muliiple appeals systems which now exist and which are
unanimously perceived as too costly, too cumbersome and ineflective.
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8. Decentrolized Personnel Decisionmaking ~Fxamining candi-
dates for jobs in the career service is now done almost exclusively by
the Civil Service Commission, which now may take as long as six ar
eight months to £l important agency positions,

In addition, many routine personnel management actions must be
submitted to the Civil Service Commission for prior approval. Much
red tape and delay are generated by these requirements; the pubiic
benefits little, if at all. My legislative proposals would authorize the
Office of Personnel Management to delegate personnel anthority to
departments and agencies. '

The risk of abuses would be minimized by performance agreements
between agencies and the Office of Personnel Management, by require-
ments for reporting, and hy followup evaluations.

T. Changes in the Veterans Preference Law.~Granting preference
in Federal employment to veterans of military service has long been
an important and worthwhile national policy. It will remain our policy
because of the debt we owe those who have served our nation. It is
especially essential for disahled veterans, and there should be no
change in. carrent law which would adversely affect them. But the
Veterans Preference Act of 1944 also conferred a lifetime benefit upon
the non-disabled veteran, far beyond anything provided by other
veterans readjustment laws like the GI Bill, the benefits of which are
limited to 10 years following discharge from the service. Current law
also severely limits agency ability to consider qualified applicants
by forbidding consideration of all except the three highest-scoring
anplicants—the so-called “rule of three.” As a result of the 5-point
lifetime preference and the “rule of three”, women, minorities and
other qualified non-veteran candidates often face insuperable obstacles
in their quest for Federal jobs.

Similarly, where a manager believes g program woéuld benefit from
fewer employees, the veterans preference provides an absolute life-
time benefit to veterans. In any Reduetion in Force, all veterans may
“bump” all non-veterans, even those with far greater seniority. Thus
women and minorities who have recently acquired middle management
positions are more likely to lose their jobs in any cuthack.

Therefore I propose:

—Limiting the 5-point veterans preference to the 10 year period
following their discharge from the service, beginning 2 years
after legislation is enacted ; _

—Expanding the number of applicants who may be considered
by a hiring agency from three o seven, unless the Office of Per-
sonnel Management should determine that another number or
category ranking is more appropriate ;

—Eliminating tle veterans preference for retired military officers
of field grade rank or above and Hmiting its availability for
other military personnel who have retired after at least 20
years in service to 3 years following their retirement ;

—Restricting the absolute preference now accorded veterans in
Reductions in Force to their first 3 vears of Federal employ-
ment, after which time they would be granted § extra years of
seniority for purposes of determining their rights when Reduc-
tion in Force ocours.

These changes would forus the veterans preference more sharply to
help disabled veterans and veterans of the Viet Nam conBict, T have
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aiready proposed a 2-year extension of the Veterans Readjustment.
Appointment Authority to give these veterans easier entry into the
Federal workforce; T support amendments to waive the educational
Iimitation for disabled veterans and to expand Federal job openings
for certain veterans in grades GS-5 to GS-7 under this authority, I

propose that veterans with 50% or higher disability be eligible for
non-competitive appointments,

* % L3 * & L3 .

These changes are intended to let the Federal Government meet
the needs of the American people more effectively. At the same time,
they would make the Federal work place a better environment for
Federal employees. I ask the Congress to act promptly on Civil Serv-
ice Reform and the Reorganization Plan which T will shortly submit.

JimMyy CARTER.
Tue Wurre House, March 2, 1978,

A BILL e reform the civil service laws

Be it enacted by the Senate and House of Representatives of the
United States of America in Congress assembled,

STTORT TITLE

Secrion 1. This Act may be cited as the “Civil Service Reform Act
of 1978", .

TABLE OF CONTENTS

Sec, 2. The table of contents is as follows :
Sec, 1, 8Short title.
Bee, 2 Table of contents,
Nec. 3. Findings and statement of purpose.

TITLE I—MERIT SYSTEM PRINCIPLES

Sec. 101, Merif system prineiples ; prohibited personne] practices.

FITLE IT—-CIVIL BERVICE FUNCTIONS: PERFORMANCE APPRAISAL,
ADVERSE ACTIONS

See, 201 Office of Personnel Manapgement,

Nee. 202 Merit Systems Proteetion Board and Special Counsel,
Sec. 203, Performance appraisals.

Kee, 204, Adverse actions.

Bec, 205, Appeals.

See. 206. Technical and comforming amendments.

TITLE I1I--8STAFFING

See. 301, Volunteer services,

See. 302, Pefinitions relating to preference eligibles,

Ree. 303. Nopcompetitive appointment of certain disabled veterans.

Rec. 3(H. Examination. certification. and appointment of preference eligibles,
Sec. 3045, Retention preference.

Sec. 306, Training.

Sec A07, Travel, transportation, and subsistence.

Rer. 308, Retirement. '

Hee. 3H. Extension of veterans readjustment appointment authority.

Hec. 310, Effective date.



