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To the President of the Senate and the
Speaker of the House of Representatives

_- This report summarizes changes in the grade structure of
the Department of Defense's General Schedule work force since
1964, discusses the reasons for these changes, and examines
grade control mechanisms.- This review responds to a request
in the House and Senate coference reports on the Department
of Defense Authorization Act, 1981.

The report points out that a number of different factors
caused the upward climb in grade structure and recommends that
position management be used to control unnecessary grade escala-
tion.

At the request of the House Armed Services Committee, we
did not get comments on this report. We are sending copies of
this report to the Secretaries of Defense, Army, Navy, and Air
Force; and the Directors, Office of Management and Budget,
Office of Personnel Management, and Defense Logistics Agency.
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COMPTROLLER GENERAL'S EMPLOYMENT TRENDS AND GRADE
REPORT TO THE CONGRESS CONTROLS IN THE DOD GENERAL

SCHEDULE WORK FORCE

DIGEST

From 1964 to 1980, the Department of Defense
(DOD) increased the number of its General Sched-
ule employees by 9 percent from 523,000 to
571,000; the General Schedule average grade in-
creased from 7.29 to 7.89., This average grade
increase, often referred to as grade escalation,
can reflect increases in the cost of doing
business which may or may not be justified.

The changes in population and grade distribu-
tion varied in relation to time, DOD component,
and occupation and did not suggest a single
reason or simple basis for their occurrence.

These employment changes were caused, in large
part, by the advancing technology and increasing
complexity of defense work, which have combined
to create the need for a more professional,
technically-oriented work force. The increas-
ing complexity of many programs, as well as the
growing technical sophistication of weapon sys-
tems, has lead to a growing demand for highly
skilled (and, therefore, high graded) scientists,
engineers, computer specialists, economists, ad-
ministrators, lawyers, analysts, and other per-
sonnel in specialized occupations. (See ch. 2.)

In addition, the following personnel policies
and organizational factors affected the work
force and its grade distribution:

--Hiring restrictions. Limitations on hiring
reduced DOD's ability to fill entry level po-
sitions. (See p. 13.)

--Career ladder promotions. Promotion actions
coupled with reduced entry hiring caused the
average grade to rise. (See p. 14.)

--Low grade attrition. Attrition rates are
highest among entry level personnel, so that
DOD retains a larger number of higher grade
employees. (See p. 15.)
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--Staffing patterns. The number and mix of per-
sonnel (civilian, military, contract) a serv-
ice employs to perform professional, adminis-
trative, technical, and clerical work affects
the grade distribution. (See p. 15.)

--Consolidations and mission changes. Consoli-
dations often permit the merger of administra-
tive support functions thereby decreasing the
number of lower grade personnel. New DOD mis-
sions have often required advanced technology
thus increasing employment in high grade occu-
pations. (See p. 16.)

--Defense agency specialization. Since 1964
there has been substantial growth in the num-
ber of Defense agencies requiring personnel
with more specialized managerial and technical
skills. (See p. 17.)

--Contracting out. The less complex and lower
graded work is most easily performed by con-
tract labor at the present time. (See p. 17.)

In addition, some management actions, such as
job dilution and excessive supervisory layering,
produced unnecessary grade escalation. (See p.
18.)

Due to the many factors affecting average grade,
and their interaction, it was not possible to
isolate how much change in grade distribution
was attributable to each possible cause.

Various mechanisms including average grade ceil-
ings, high grade reductions, and position man-
agement have been used in DOD to control grade
escalation. GAO could not determine the effect
of the individual controls on the DOD grade
structure. However, DOD's population increase,
particularly in the mid-level and higher grades,
was less than that of other Federal agencies,
suggesting that the cumulative effect of the
DOD controls has been to slow growth.

Mechanisms such as average grade controls or
high grade reductions do not distinguish between
justified and unwarranted grade escalation.
Further, they tend to cause other problems
such as staffing imbalances, reduced employee
morale, high turnover, and reduced services.
(See pp. 22-25.)
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Position management, on the other hand, directly
attacks unwarranted grade increases. Position
management--a systematic approach for determin-
ing the number of positions needed, the skill
and knowledge requirements, and the grouping
and assignment of duties and responsibilities
among positions--has as prime objectives person-
nel cost control and grade level conservation.
While Army has been a front runner in position
management efforts, some of the other DOD compo-
nents are just now in the process of implement-
ing the program. DOD stresses position manage-
ment to control unwarranted grade growth. (See
pp. 26-31.)

GAO believes DOD's policy guidance on position
management, if properly implemented, offers a
better alternative to control unnecessary grade
escalation than presently mandated grade con-
trols. Position management does not arbitrarily
cap justified grade increases and it avoids
the problems associated with other controls
now in place.

RECOMMENDATIONS

GAO recommends that the Secretary of Defense:

--Take actions to insure each component com-
plies with DOD policy guidance on position
management.

--Require supervisory/managerial performance
appraisals to include position management as
a critical element whenever position manage-
ment deficiencies exist.

GAO recommends that the Congress:

--During oversight hearings, require DOD compo-
nents to report on the adequacy of position
management programs including (1) results of
onsite personnel management evaluations, (2)
specific cost efficiencies and improvements
planned and accomplished as a result of these
programs, and (3) specific sanctions applied
in cases of grossly negligent or intentionally
poor classification or position management.

--Where a DOD component demonstrates it has im-
plemented an effective position management
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program, use it as the control mechanism in
lieu of high grade, average grade, or other
similar control mechanisms.

At the request of the House Armed Services Com-
mittee, GAO did not get comments on this report.
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CHAPTER 1

INTRODUCTION

In 1980, the Department of Defense (DOD) employed 571,000
civilians in the General Schedule (GS) pay system. This GS sys-
tem consists of 18 grades or levels of work and an associated
18-grade pay structure, with each grade broadly defined in terms
of job difficulties and responsibilities. The fiscal year 1980
salary costs for DOD's GS personnel, excluding Senior Executive
Service and supergrade personnel (GS-16-18), 1/ were approxi-
mately $11.5 billion.

Changes in the way the work force is distributed among the
GS grades are measured by average grade calculations. 2/ An in-
crease in average grade, often referred to as grade escalation,
can reflect increases in the cost of doing business. These
increases may or may not be justified.

In the past, the Congress and the Office of the Secretary of
Defense (OSD) have reduced some of the services' budget requests
believing that increases in average grade indicate unjustified in-
creased costs. Further, the Congress has placed ceilings on the
number of high grade DOD civilian employees (GS-13 to GS-18).

OBJECTIVES, SCOPE, AND METHODOLOGY

The House and Senate Armed Services Committees requested
that we analyze the changes in the grade structure of DOD GS
employees since 1964 and determine the reasons for these changes.
To answer this request, we also analyzed grade control mechanisms
used in DOD and compared changes in DOD grade structure to those
changes in the rest of the Federal Government. For the purpose
of comparison, we selected the following years: 1964 because,

1/Employees in grades 16 through 18 were included in average
grade calculations, but excluded from our other analysis. This
omission was necessary due to the creation of the Senior Execu-
tive Service in April 1979 and the removal of most supergrades
(GS 16-18) from the GS system. Because the total number of
employees in grades 16, 17, and 18 consistently made up less
than 1 percent of the GS work force, omission of these grades
would have no serious effect on grade distribution analysis.

2/Average grade is computed by multiplying the population at each
grade level by the grade number (GS-l, GS-2, etc.), summing the
18 products, and then dividing this sum by the total GS popula-
tion. For example, an organization with three GS-5, two GS-7,
one GS-8, one GS-ll, and two GS-12 employees would have an
average grade of 8.0.
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as a pre-Vietnam war year, it is commonly used as a beginning and
comparison point for analyzing DOD manpower trends; 1974 because
it is an interim point for which we could analyze work force
trends in the seventies following the Vietnam war; and 1980 be-
cause it is the most recent year for which data was available.

We discussed the use of grade controls and other monitoring
efforts with OSD officials (Manpower, Reserve Affairs and Logis-
tics); personnel and budget officials in the Departments of the
Army, Navy, Air Force, and the Defense Logistics Agency (DLA);
and officials in the Department of the Army Materiel Development
and Readiness Command (DARCOM) who studied the results of grade
controls in DOD. We also interviewed officials in the Office of
Personnel Management (OPM) and the Office of Management and
Budget (OMB).

More specific information on the data used in our review

and concerns about the quality of the data follow.

Data sources and adjustments

The data used in this analysis includes only full-time GS
employees and excludes intermittent, part-time, Foreign Service,
Postal Service, and Wage System employees and political appoint-
ees. The data also excludes the Central Intelligence and National
Security agencies and other Federal agencies exempted from report-
ing personnel data to OPM.

Unless otherwise specified, the DOD data was compiled as of
October 1964, October 1974, and March 1980. Government-wide data
was compiled between October and December 1964; as of October 31,
1974; and as of March 31, 1980.

The Defense Manpower Data Center (DMDC) supplied the data on
the DOD GS work force. Using Civil Service Commission data, DMDC
created the DOD 1964 occupational inventory file of full-time GS
employees. The 1964 occupational series were reclassified into
enumerated occupational series established by the Civil Service
Commission during the 1970's. According to DMDC personnel, the
reclassification was accomplished with less than a 1-percent
error rate. DMDC also obtained its 1974 data on the DOD GS work
force from the Civil Service Commission. The 1980 data was sub-
mitted directly to DMDC by the services and defense agencies.

The Agency Compliance and Evaluation Section of OPM supplied
the Government-wide data on GS employees. The 1964 Government-
wide data is published in the Civil Service Commission's survey
of "Occupations of Federal White-Collar Workers" (7th edition).
This survey included workers on the rolls as of October-December
1964. The 1974 Government-wide data is contained in the OPM
publication "Occupations of Federal White-Collar Workers," dated
October 31, 1974. The 1980 Government-wide data was published in
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another OPM report "Pay Structure of the Federal Civil Service,"
dated March 31, 1980. The 1974 and 1960 data in these OPM publi-
cations were obtained from the Central Personnel Data File. This

* file is automated, maintained by OPN, and based on personnel
transactions provided to OPM by Federal agencies. The file is a
reporting system dealing with population statistics and is not an
accounting system or a statistical sample. While statistics pre-
sented in the OPM reports are shown to the last digit, the data
should be viewed as indicators only and do not imply single digit
accuracy in every case.

Data quality

Many employee statistics for DOD were manually collected and
collated prior to 1973. Beginning in 1973, DOD computerized its
personnel statistics gathering operation, establishing a central
collection point, DMDC, to record and forward statistics to the
Civil Service Commission. Data from years prior to 1973, however,
had to be specially programed into the system. As the computer
system was refined, the data reliability improved. Thus, the
most recent data is the most reliable. Because the completeness
and accuracy of the 1964 data submitted by Federal agencies to
the Civil Service Commission is questionable, it should be viewed
as providing an indicator only of GS population and grade distri-
bution.
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CHAPTER 2

TRENDS IN THE DOD GS WORK FORCE

Changes in population and its distribution among the GS
grades caused the DOD average grade to increase from 7.29 to 7.89
over the period 1964 to 1980. As the chart on page 5 shows, aver-
age grade in all DOD components increased in this 16-year period.

These increases varied by agency and by major time periods. %e
identified a number of reasons for DOD's increase in average

grade, but we could not determine the amount of grade escalation
caused by any one factor. Our research leads us to believe, how-

ever, that the increasing complexity of the DOD mission and tech-
nological advances are the reasons for the significant employment
increases in higher graded occupations (professional, administra-
tive, and technical) and substantial decreases in the lower graded

occupations (clerical). Other factors that contributed to an in-
creasing average grade in DOD include personnel policies and orga-
nizational changes. In addition, some unnecessary grade escala-
tion may result from poor management practices.

POPULATION AND DISTRIBUTION
CHANGES IN DOD: 1964-1980

From 1964 to 1980, DOD's GS population increased by about
9 percent, from 523,000 to 571,000. This population increase,
however, has not been consistent over the 16-year period. For
example, from 1964 to 1974, the GS population grew substantially
to almost 609,000. Since 1974 the trend has been one of general
and gradual decline. Between 1974 and 1980, employment decreased
by 6 percent to the present level of 571,000. All the military
services experienced a population decline in this period; however,
only the Air Force fell below its 1964 employment level. (Tables
2 through 7 in app. I show the GS population by DOD component for
1964, 1974, and 1980.)

The population and distribution (percent of the DOD GS work
force) at each grade also changed, and, as a result, *he average
grade increased. As the charts on pages 6 and 7 show, the low-
est grades (GS-2, GS-3, GS-4) had the largest decreases in both
numbers and distribution, while GS-12 had the largest increases.
Substantial increases also occurred at the GS-5, GS-7, GS-ll,

GS-13, and GS-14 levels. 1/ The largest population increases in
these grades occurred during the 1964-1974 period, whereas the
population in most GS grades decreased during the 1974-1980

1/While the GS-l population increased by 90 percent from 1964 to
1980, the 1980 population at this grade was under 1,000. There-

fore, the GS-1 population would have little overall impact on
average grade.
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CHANGE IN DOD GRADE POPULATIONS
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period. (The exception is the GS-12 population which grew
throughout the 16-year period, adding over 27,000 employees
between 1964 and 1980.) At no time did the populations in
each grade fall to the 1964 employment levels.

These changes have translated into significant additional
manpower costs. If the 1980 work force in grades GS-1 through
GS-15 were distributed among the GS grades in the same manner as
was the 1964 work force, salary costs in constant 1980 dollars
would have been reduced by about $764 million.

The reasons for these changes are discussed in the following
sections. Further details on the shifts, including changes by
DOD component, are shown in appendix I, tables 2 through 7.

CHANGES IN OCCUPATION MIX
INCREASED AVERAGE GRADE

Between 1964 and 1980, many changes took place in the types
of occupations within the DOD GS work force. This 16-year period
is characterized by significant increases in the number of profes-
sional, administrative, and technical positions accompanied by ma-
jor decreases in the number of clerical positions. 1/ (The chart
on page 9 illustrates these changes.) The increasing complexity
of the DOD mission and sophisticated technological advances trig-
gered this occupational shift, which is the single most important
and identifiable reason for the upward movement in the DOD GS
grade distribution.

The number of professional and administrative workers in-
creased by 25 percent, to approximately 240,000, and accounted
for over 40 percent of the DOD GS work force in 1980. In con-
trast, DOD clerical employment declined by 7 percent to about
192,000. In 1964, the clerical category accounted for 40 percent
of the DOD GS work force, and in 1980 only one-third of the GS
work force was clerical. (App. IV and V list the job series
which show population decreases and increases, respectively, of
100 or more employees between 1964 and 1980.)

1/OPM classifies white-collar (GS) occupations according to five
major occupational categories--Professional, Administrative,
Technical, Clerical, and Other--often referred to as PATCO cat-
egories. The definitions of these categories are based on the
subject matter of work, the level of difficulty or responsibil-
ities involved, and the educational requirements of each occu-
pation. (See app. II for OPM definitions of the PATCO cate-
gories.)
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DOD General Schedule Population by
PATCO (notea): 1964, 1974, and 1980

Professional Administrative Technical Clerical Other

1964

Population
(note b) 82,590 108,297 94,922 205,095 18,227

Average grade
(note c) 11.24 9.96 7.52 4.02 4.87

Percent of DOD
population 15.80 20.70 18.20 39.60 3.50

1974

Population
(note b) 90,838 140,971 129,688 220,228 20,751

Average grade
(note c) 11.66 10.58 7.75 3.99 4.92

Percent of DOD
population 14.90 23.20 21.30 36.20 3.40

Population
(note b) 97,584 141,925 119,882 191,845 19,556

Average grade
(note c) 11.69 10.51 7.88 4.25 5.05

Percent of DOD
population 17.10 24.80 21.00 33.60 3.40

a/All PATCO comparisons are based upon the curent PATCO designation for
the occupational series. We were unable to identify the PATCO cate-
gories for 13,594 employees in 1964; 6,383 employees in 1974; and 11
employees in 1980.

b/Nor analysis and discussion purposes, the employees in "mixed" occu-
pations (occupations in which the work falls into more than one PATCO
category) have been added to the PATCO categories based on the kind
of work performed at each grade level. Generally, the work in these
"mixed" occupations is clerical or technical in the lower grades, and
technical or administrative in grades GS-7 and above. (See app. III
for a complete listing of these "mixed" occupations.)

c/The average grade calculations for administrative, technical, and
clerical categories excluded personnel in "mixed" occupations.



Large employment losses in the clerical area accompanied by
no growth in "Other" low grade occupations made the employment
gains in high grade professional and administrative work all the
more significant in raising the average grade.

Changes in kinds of work resulted in higher grades

The GS population increases between 1964 and 1980 were pre-
dominantly in the higher skilled, higher graded occupational
groups. An occupational group consists of several series of posi-
tions in related occupations, professions, or activities. A
series is a subdivision of an occupational group consisting of
one or more positions in similar work, but differing in diffi-
culty or responsibility, and therefore in grade and salary range.
For example, a series in the Legal and Kindred Group includes,
among others, the positions of General Attorney (professional)
as well as positions of General Claims Examining (technical).
(App. VI lists the 1964, 1974, and 1980 DOD population and aver-
age grade for each OPM occupational group.)

The increasing complexity of DOD's mission and technology
advancement not only required increased employment in higher
skilled, and thus higher graded occupations, but also required
the creation of new occupational series. In 1980, DOD had about
52,650 employees in 62 job series which did not exist in 1964.
(See app. VII for a list of these new series, 1980 populations,
and average grades.) The majority of the new series were in the
professional, administrative, and technical categories. In some
cases, these new occupations represented basically new functions.
In other cases, the new series represented specialized functions
which have arisen from broader occupations.

Our analysis of the population and grade structure changes
in the occupational groups indicates that DOD's employment of
more technical, administrative, and professional employees is the
main reason for its increase in average grade. Our findings are
consistent with two earlier DOD analyses:

--A 1975 DOD study which examined the increase in the aver-
age grade of DOD GS employees between the years 1964 and
1974 concluded that two-thirds of the increase was attribu-
table to change in occupational mix and one-third to other
reasons (which the report defined as inflation). l/

l/"Changes in the Grade Distribution of DOD General Schedule
Civilian Employees 1964-1974," Manpower Research Note 75-1
(the Manpower Research and Data Analysis Center, Apr. 1975).
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--In 1977, a DOD research study probed available cross-
sectional data on DOD GS employees in an attempt to iden-
tify the causes of the trend in increasing average grade.
This analysis concluded that almost three-quarters of the
grade increase observed between fiscal year 1964 and fis-
cal year 1976 was the result of shifts in the occupational
mix of the work force. 1/

Job shift accounts for growth in GS-12s

In 1980 DOD employed 27,000 more GS-12s than in 1964. Much
of the population growth at this level can be explained by the
shift to more professional, administrative, and technical employ-
ment. For many professional and administrative jobs, GS-11 or
GS-12 represents the full performance level. The relationship of
occupational shift to the increases at the GS-12 level is demon-
strated by the GS-12 population growth in a few job series. Pre-
viously established professional and technical occupations, as
well as newly created occupational series, showed large employ-
ment increases between 1964 and 1980. Those previously estab-
lished series in which the GS-12 population increased by more
than 500 employees include:

1964-1980
Increased number

Series Title of GS-12s

510 Accountant 1,173
801 General Engineering 1,256
855 Electronics Engineering 3,717
1515 Operations Research 621
1520 Mathematics 641
334 Computer Specialist 4,237

1102 Contract and Procurement 1,187
2003 Supply Program Management 1,073
802 Engineering Technician 601
856 Electronics Technician 951
2181 Aircraft Operations 549

In 1980, the following 6 new series, created between 1964
and 1980, employed 3,603 GS-12s:

1/Walter B. Bergmann and James E. Willoughby, "Analysis of the
Causes for the Increasing Trend in DOD General Schedule
Average Grade--FY 1964 to FY 1976," (Analysis and Evaluation
Directorate, Office of the Assistant Secretary of Defense
(Manpower and Reserve Affairs), Apr. 1977).
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Number of
Series Title GS-12s

160 Equal Opportunity 254
205 Military Personnel Management 214
233 Labor Relations 185
345 Program Analysis 1,394
346 Logistics Management 1,385
895 Industrial Engineering Technician 171

These series, both new and previously established, provided
positions for 19,609 more GS-12s in 1980 than DOD employed in
1964. Thus, these 17 job series accounted for 72 percent of
DOD's growth at the GS-12 level.

Changes in DOD work force parallel
changes throughout the economy

The changes in the occupational mix and skill composition of
the DOD GS work force are similar to the occupational shifts in
the Federal Government and the private sector. Because advance-
ments in technology and organizational changes affect the entire
American labor force, DOD and the civilian sectors have a signif-
icant number of occupations in common. Thus, DOD work force
trends are very similar to trends throughout the economy.

By using census data from the Current Population Survey Occu-
pational Series, for the years 1974 and 1979, we compared some
occupational changes in DOD to changes in the work force at large.
The following examples clearly show that the large increase in
the numbers of professional, administrative, and technical workers
in DOD closely parallels increases in these occupations throughout
the economy.

The DOD Labor Relations Specialist series (GS-233) which was
created in the Federal work force after 1974, had 390 positions in
1980. In the total work force, Labor Relations Specialists have
increased 29 percent, from 321,000 in 1974 to 413,000 in 1979.

Accountants (GS-510) in DOD increased from 9,046 in 1974 to
10,262 in 1980, a 13 percent increase. In the work force at
large, the number of accountants increased 30 percent between
1974 and 1979, growing from 803,000 to 1,045,000. From 1974 to
1980, operations research (GS-1515) positions in DOD increased
by 53 percent, from 1,638 in 1974 to 2,506 in 1980. In the total
U.S. work force, there was a 38 percent employment increase in
operations research, !-om 113,000 in 1974 to 156,000 in 1979.

The computer occupations have also expanded both in DOD and
in the total work force. Between 1974 and 1980, there was an in-
crease of 5 percent in computer specialists positions (GS-334) in
DOD. In 1980, DOD employed more than 15,700 computer specialists.

12



In the total work force, computer system specialists and analysts
increased by 88 percent between 1974 and 1979. There were more
than 213,000 computer analyst and specialist positions in 1979.
Computer programmers, systems analysts, computer operators, and
keypunch operators were new occupations which grew rapidly in the
1960's. As computer terminals replaced keypunch operators in
the 1970's, the number of lower-salaried keypunch operators de-
clined.

Between 1974 and 1980, the number of General Attorneys
(GS-905) in DOD grew 18 percent from 1,086 to 1,279. In the gen-
eral economy, lawyers increased 40 percent, from 342,000 to
478,000.

More complex work and advancements in technology, in society
in general and in DOD in particular, have created a need for a
more professional, technically-oriented work force. The in-
creased technical complexity of many Federal programs, as well
as the growing technical sophistication of modern weapon systems,
has led to a growing demand for highly skilled and therefore
highly paid scientists, engineers, economists, administrators,
lawyers, researchers, and systems analysts. At the same time,
increased reliance on electronic equipment to perform clerical
and support work has led to a decreased need for lower-graded
positions.

OTHER REASONS FOR GRADE ESCALATION

While occupational shifts accounted for much of the grade
escalation between 1964 and 1980, various personnel policies,
organizational changes, and other interdependent factors also
contributed to grade escalation. This section identifies some
of these factors and their relationship to grade escalation.
We could not isolate how much of the increase in average grade
was attributable to any one specific factor, since much of the
increase stemmed from the interaction of several factors.

Personnel policies affect grade distribution

Personnel policies and employment limitations in effect at
various times during the past 16 years have produced some amount
of grade escalation. While there is no precise way to measure to
what extent these policies and actions contributed to grade escal-
ation, they have had an undeniable impact on grade distribution.

--Hiring restrictions. Throughout the 1970's, efforts to
control or reduce the DOD GS population have meant re-
stricting new hires. Since very little new entry occurs
at higher grades, the bulk of new hires enter Government
service at the lower grades. Hiring freezes (such as the
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2-for-I limit imposed last year) gentrally result in fewer
employees at the lower grades. Consequently the average
grade tends to rise.

Hiring restrictions also encourage agencies to hire
employees already possessing specialized skills and ex-
perience to minimize the impact of staff shortages on
operations. Experienced personnel demand higher salaries
and grades. Hiring a few higher grade experienced person-
nel instead of a larger number of entry level trainees
raises the average grade.

--Retained pay and grade. Title VIII of the Civil Service
Reform Act provides grade and pay retention for certain em-
ployees whose positions are downgraded (1) because of re-
classification if the position has been classified for at
least 1 year at the higher grade or (2) because of
reduction-in-force procedures if the employee has served
1 year at a grade higher than the grade to which reduced.

In 1979, DOD reported having about 1,000 employees in the
high grade category (GS-13 and above) because of this save-
grade provision. Since the grade retention provision was
retroactive to January 1977, some DOD employees were re-
stored to former higher grades. The provision had the im-
mediate effect of increasing average grade and, according
to DOD, virtually eliminated average grade reductions that
might have been otherwise accomplished through management
action.

--Conversion of wage grade to GS. The conversion of wage
grade positions to a GS series can affect average grade.
For example, in 1975 a new classification standard for the
General Facilities and Equipment Specialist (GS-1601)
series eliminated the Wage Grade Superintendent position
and reclassified all these employees to the GS. This re-
classification increased the average grade for the GS-1601
series.

--Increased full performance level. An increasing average
grade for occupational series can be caused by an increase
in the full performance grade level. For example, in 1977
OPM revised the full performance level for nurses from
GS-7 to GS-9. In 1974 there were 3,357 nurses in DOD with
an average grade of 7.48. In 1980 there were 3,680 nurses
in DOD with an average grade of 9.0. In 1974 only 13 per-
cent of all DOD nurses were at the GS-9 level (436) and in
1980, 83 percent of the nurses were at the GS-9 level
(3,048).

--Career ladder promotions. While entry level hiring is geb.-
erally curtailed during mandated personnel reductions,
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career ladder promotions are often still given. These
promotion actions coupled with reduced entry hiring cause
the average grade to rise.

During periods of static or declining employment, as in
the 1970's, the impact of career promotions on grade escal-
ation is easily observed. Between 1974 and 1980 the share
of the DOD work force in grade 5 (typical journey level
for many clerical positions) and in grades 11 and 12 (typ-
ical journey level for professional and administrative
positions) increased substantially. Limited rehiring at
the entry grades (GS-l through 4 for clerical; GS-7 and 9
for professional and administrative) meant that the share
of the GS work force in these grades declined or grew only
slightly. Consequently, career promotions became a signif-
icant factor in accounting for grade escalation between
1974 and 1980.

--Attrition and Reduction-in-Force. To the extent possible,
DOD agencies have accomplished mandated reductions in the
GS population by attrition. In situations where attrition
has not been sufficient to fulfill required cutbacks, then
reductions-in-force have been implemented. In either situ-
ation the losses occur primarily in the lower grades be-
cause seniority rules require that employees with the least
Federal service (and hence the lowest grades) be discharged
first. As a result the average grade goes up.

Traditionally, attrition rates are highest in entry level
positions. In fiscal year 1979, the attrition rates for
Army, Navy, and Air Force personnel in grades 1 through
5 were 13 percent and higher. For personnel in grades
11 through 15, the attrition rates were under 10 percent.
Whether personnel cutbacks are accomplished through attri-
tion or reductions-in-force, the impact on average grade
is the same--it will generally go up.

--Staffing patterns. The military departments follow very
different staffing patterns to determine the number of ci-
vilian, military, and contract personnel needed to do vari-
ous jobs. For example, the Navy has significantly higher
percentages of scientists and engineers than the Air Force
and Army. Since these are high-grade occupations, substan-
tial employment in these areas exerts more of an upward
pressure on Navy's grade structure than on Army and Air
Force's. Additionally, Navy heavily favors civilian staff-
ing of its scientific and engineering activities. This
staffing pattern also exerts an upward pressure on Navy's
average grade.

--Civilianization. For many years DOD policy has been to
use civilian personnel in positions which do not require
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military incumbents. Presidential and congressional
concern about the mix of military and civilian personnel
in support activities prompted DOD to initiate special
programs to convert military support positions to civil-
ian positions. Since fiscal year 1964, over 100,000 mili-
tary jobs have been converted to civilian. Clearly,
substitution of civilian personnel for military would
affect the grade structure. In cases where decreases in
officer strengths have been filled by appointing civilians
to the billets that are professional, administrative, or
technical in nature, the civilian grade distribution has
been pushed upward.

A study of DOD officer requirements concluded that since
1950 the composition of the senior management group of DOD
has changed from 95 to 52 percent military. This decrease
in the percentage of officers may have brought about a
compensatory expansion in the number of civilian profes-
sionals. Such conversion and expansion would tend to
raise the average grade.

Organizational changes affect grade distribution

Since 1964 DOD has made many organizational changes which
have influenced the GS grade structure. These changes have in-
cluded:

-- Consolidations. Throughout the 1960's and 1970's, all the
military services have attempted to organize their activi-
ties more efficiently and in many cases have consolidated
functions. Because managers who run the newly consolidated
activities have increased responsibilities, they often
have higher graded positions. At the same time, consolida-
tioni often allows the merger of many administrative sup-
po.t functions and, therefore, decreases the relative num-
bers of lower-graded personnel. The result is an increase
in average grade.

-- Mission changes. At the same time the services were at-
tempting to consolidate ongoing functions, they were given

new missions which often involved advanced technology and
additional high grade jobs. Existing support services,
however, did not increase. Thus, the average grade tended
to go up.

We could not separate the effect of consolidations and
mission changes from the other influences on grade struc-
ture already discussed. It appears, however, that the net
effect of such changes has often been to raise the average
grade.
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--Specialized Defense agencies. Between 1964 and 1980, the
most rapid increases in population and grades occurred in
the "other" Defense agencies. There has been a substan-
tial increase in the number of Defense agencies since
1960, including the establishment of the Defense Audit
Service, Defense C'mmunications Agency, Defense Contract
Audit Agency, Defense Intelligence Agency, Defense Inves-
tigative Service, Defense Mapping Agency, and others.
This increase reflecLs the increasingly complex and tech-
nically oriented nature of Defense activities and the
need to coordinate certain specialized functions and
policy positions throughout the Department. For the
most part, the Defense agencies require personnel with
specialized managerial skills and technical knowledge to
accomplish and coordinate particular functions.

--Contracting out. It is DOD policy to rely on the private
sector to provide goods and services to the maximum extent
possible. According to DOD estimates, Defense departments
and agencies currently contract for services that would
otherwise require over 135,000 Federal civilian and mili-
tary employees. From September 1978 to September 1980,
DOD planned to reduce its civilian employment by 32,000.
Contracting for work that could be done as well and for
less cost by private business was to account for about
two-thirds of the total reduction.

Several DOD personnel officials considered the use of con-
tractors to perform work previously done by DOD civilian
employees a leading contributor to the rise in average
grade. Data was not available on the job series, numbers,
and grade levels of employees most directly affected by
contracting out. However, DOD personnel officials re-
ported that less complex and lower graded work is most
easily performed by contract labor at the present time.

Over the past 2 years, procedural problems in contracting
out have restrained the rate at which additional functions
have been converted. With the resolution of these prob-
lems, Navy personnel officials anticipate that the con-
tracting out of additional functions will accelerate in
the next years creating further upward pressure on the
Navy average grade. If contracting for services were prac-
ticed on a large scale during the 1970's, it would have
raised average grade over the years by depleting the work
force of its lowest graded workers and by adding higher
grade contract administrators and specialists.
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Other interdependent factors

As already demonstrated, there are multiple interdependent
reasons for grade growth in DOD. Some other justifiable reasons
for grade escalation include:

-Automation. As discussed earlier, computers and other
advanced electronic equipment are increasingly replacing
lower graded clerical and administrative personnel and
increasing the demand for higher graded professional
and technical personnel.

--Materiel sophistication. Modern weapon systems have in
many cases replaced large combat forces. The personnel
required to design, procure, utilize, and maintain these
systems are more highly trained and have higher grade
structures.

--Demographics. Given the demands of increased technology
and the complexities of the present day DOD mission, the
DOD work force has more education and training today than
in 1964. More education and training result in a higher
grade structure for the work force.

--Competition with the private sector. DOD has a very high
proportion of scientific and engineering personnel. To
compete with private enterprise, DOD must offer equivalent
salaries and promotion potential. This means higher entry
level grades and career ladders.

Unwarranted grade growth

Despite the fact that much of the grade escalation since
1964 may be justified by the reasons discussed above, some man-
agement practices can produce grade escalation which is not jus-
tified. According to OPM officials, the following practices
encourage unwarranted grade growth to some extent throughout
the Federal Government:

-- Inflated position descriptions. It is reasonably easy for
a supervisor to write a position description to meet higher
grade requirements even though the actual tasks do not
warrant higher grades.

-- Supervisory layering. The chain of command may be inflated
by including multiple layers of reviewers and approvers be-
tween those doing the job and those managers ultimately re-
sponsible for products and services.

--Job dilution. Supervisors may write higher level duties
into the position descriptions for several different
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persons in order to inflate the grade level of several
positions when all the duties could be concentrated into
fewer positions.

--Narrow spans of control. The activity may be overmanaged.
Thus the supervisor-to-worker ratio will be too high as
will the average grade.

--Unwarranted use of assistants and deputies. Supervisors
often delegate part of their responsibility to others,
thereby justifying grade increases to those exercising
delegated authority. Where the delegation is unjustified,
unwarranted grade escalation occurs.

19



CHAPTER 3

ACTIVITIES TO MONITOR
AND CONTROL DOD GRADES

Over the years various mechanisms have been used to control
grade growth. In DOD these mechanisms have included average
grade controls, congressional limitations on civilian high grade

populations, and position management. Our work indicates that
as a result of these mechanisms DOD has experienced less grade
escalation than have other Federal agencies. However, two of
these mechanisms--average grade controls and high grade limi-
tations--seem to adversely affect DOD manpower management. These
negative effects can include staffing imbalances, reduced employee
morale, high turnover, and reduced services.

Our work also indicates that position management may be a
more effective way to deter unwarranted grade growth without
producing the adverse effects associated with other controls.
DOD has established policy guidance on position management
programs throughout the Department, and each of the services
has taken actions to implement this policy.

GRADE CONTROL MECHANISMS

The "Change in Average Grade Report," average grade ceilings,
and high grade limitations have all been used to monitor and con-
trol grade growth. While each of these mechanisms can help con-
strain grade escalation, there are problems associated with their
use.

"Change in Average Grade Report"

In an effort to monitor, evaluate, and control increases in

average grade, OMB and OPM, in 1977, developed a computerized
information system to track and analyze changes in average grade
within each agency on an occupation-by-occupation basis. OMB

issued Bulletin No. 77-11 asking all agencies to evaluate their
existing occupational grade structures in light of this new infor-

mation and, wherever appropriate, to establish goals for reducing
average grade. The "Change in Average Grade Report" is published
semiannually by OPM from data contained in the Central Personnel
Data File.

OMB and OPM officials hoped this new data would give man-
agers at all levels a much better understanding of how the grade
structure within their own functions changed, and how these
changes compared to changes in average grade for the same occupa-

tions Government-wide. This kind of information is supposed to
help agencies identify the specific areas where abuses may be
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occurring, and those occupetions where inefficiencies are built
into the grade structure itself. With this information, agency
heads could make better, more informed decisions on where to
initiate job restructuring, improved work assignments, and similar
position management techniques.

DOD's use of the "Change in Average Grade Report" has pro-
duced mixed results. The Air Force reported and the other serv-
ices agreed that statistical anomalies create the illusion of
"increases" where there have been none. In analyzing the Air
Force job series having the greatest average grade increase, Air
Force personnel officials observed the following:

1. Using the OPM statistics, the illusion of an increase
in the Supply Clerical and Technician series (GS-2005)
was created by the movement of approximately 600 Air
National Guard personnel, without change in grade, from
the General Supply (GS-2001) series to the GS-2005 series.
The employees' average grade was (and is) approximately
GS-6. The average grade of the GS-2005 series before
they arrived was 4.69; the arrival of such a substantial
number of GS-6 employees caused the average grade to
rise. At the same time, the average grade of the GS-2001
series was approximately GS-8 before the movement of
the 600 employees; the loss of these employees at the
GS-6 level in that series caused its average grade to
rise also. This "occupational shift" was found through-
out the analysis of the "Change in Average Grade Report"
and was the principal cause of the statistical "increase"
in most series.

2. The Air Force position management program concentrates
like levels of duties in like levels of grades. Low
graded duties are shredded out of higher graded jobs and
concentrated in low graded jobs. When the duties are
concentrated in this way, operations become more econom-
ical; additionally, the lower graded jobs often become
the subject of further concentration and/or automation
leading to reductions in the absolute number of such
jobs. This factor, plus mandatory reductions in force,
has resulted in significant losses below the Air Force
average grade, which in turn causes the average grade to
rise. In some cases, this type of increase is actually
a net saving since fewer people are employed.

3. New programs and changed missions account for the in-
creases in certain occupational series; these types of
increases are far smaller than those caused by occupa-
tional shifts and losses of low grade positions. Some
of the new programs include support for the foreign mili-
tary sales progran., the establishment of civilian
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physician positions to fill needs not met through the
military physician programs, the civilianization of
the Auditor General professional-level positions as
directed by Congress, the civilianization of military
officer positions in Open Messes, implementation of
the automated Retired Annuitant Pay System, and the
increasing implementation of automated word processing
operations.

The OMB Bulletin 77-11 places primary authority on agency
heads to insure that adequate grade reduction goals are met. As
long as the goals are attained, agencies are not required to sub-
mit their plans to OMB unless specifically requested. Although
OMB does not monitor agency use of the "Change in Average Grade
Report," each service reports that it dutifully monitors the
report. However, they rely more on position management and
classification systems to control grade escalation before it
becomes a problem.

Average Grade Controls

At various times throughout the 1970's, average grade ceil-
ings or goals were established by OMB, OSD, and the DOD components
to stabilize or, in some cases, roll back the average grade level
of GS positions. In a July 27, 1979, memorandum, the Army Direc-
tor of Civilian Personnel noted that the average grade level of
full-time, filled GS positions generally stabilized or dropped
when grade control programs were in effect and increased during
periods of noncontrol. While the pat-avea f average grade ceil-
ings has restricted grade growth, several officials reported
that grade controls were poor economy measures which can create
a disproportionate and costly loss in efficiency. There are
several significant drawbacks to using average grade ceilings.
The main criticismis of average grade controls include:

--Poor indicators of cost-effective management. Increases
in average grade can be cost effective. For example,
replacing large numbers of lower level clerical employees
with a few, higher graded computer operators has the effect
of raising agencywide average grade even though it may
actually result in greater efficiency and economy.

--Easily distorted. Temporary variations in the ratio of
higher graded to lower graded occupations cause variations
in agencywide average grade which are not related to
actual increases or decreases in the grades of the em-
ployees within these occupations. For example, hiring
extra secretaries to meet peak-load clerical requirements
lowers agencywide average grade, even though no decreases
in salary costs follow.
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--Not related to mission and staffing needs. Average grade
must remain high to attract and retain the personnel
needed to perform complex technical work. The necessary
high quality of the staff may not be maintained under a
reduced ceiling.

--Justifiable increases not permitted. A number of situa-
tions may take place which will cause justifiable in-
creases in average grade: (1) a mission or technology
change which requires a greater number of highly skilled
personnel or significantly reduces lower grade positions,
(2) contracting out which eliminates lower grade positions
and requires higher grades to monitor contractor perform-
ance, and (3) use of borrowed military personnel in lieu
of low grade civilians.

-Reduced morale. An Army official indicated that the Army's
greatest success in controlling average grade comes when
the controls are strictest; however, such strict controls
are also accompanied by reduced employee morale and produc-
tivity.

-- Lack of inclusiveness. Average grade focuses on only the
GS segment of the DOD population, but the DOD total work
force is also composed of Federal Wage System employees,
military personnel, and contractor personnel.

-- Inappropriate baselines. The tendency to compare a cur-
rent average grade with a historic baseline average presup-
poses that the former average grade was correct. But it
is important to note that at different times during the
year average grade may vary depending upon the number of
temporary summer hires or the number of vacant positions
at the time of the computation. It has been said that it
would be more appropriate to consider an average grade
figure to be proper only for the moment it is calculated.

--Concealed costs. Average grade controls may conceal costs.
For example, older complicated equipment requires skilled
personnel to maintain it in optimum condition. However,
the skilled technician who could properly maintain the
equipment is generally more expensive than a Wage Grade
foreman. So installations will often hire the lower sal-
aried employee. In the long run, the equipment may have
to be replaced sooner and the replacement costs will be
substantial. It is more important to look at actual costs
rather than average grade, according to the DOD officials
we interviewed, because it is possible to reduce average
grade of an organization while increasing salary and oper-
ating costs or vice versa.
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The usefulness of average grade controls to promote work
force efficiency and cost effectiveness is questionable. Average
grade controls may indeed hamper achieving these objectives.

High Grade Controls

Controls over the civilian high grade population have gener-
ally been manifested in the form of ceilings on the high grade
population. Public Law 95-79, the Defense Authorization Act of
1978, is the latest of these high grade control initiatives.
This act required a reduction of approximately 6 percent in the
number of high grade DOD civilian employees (GS-13 to GS-18) by
September 30, 1980. The civilian high grade reductions were equal
in percentage (2 percent a year over 3 years, FY 78 to FY 80) to
General Officer reductions. The ceilings were based on the on-
board strength, as opposed to the authorized strength. Full im-
plementation of the reduction was delayed until September 30,
1981, by an amendment to the fiscal year 1980 authorization.

An examination of the populations at grades GS-13, 14, and
15 over the 1974-1980 period showed that DOD decreased the number
of employees at these grade levels, while non-DOD agencies have
experienced substantial increases at these grade levels. (See app.
VIII.) The DOD population declines were particularly noteworthy

at the GS-13 level. At grades GS-14 and 15, the declines were
more moderate.

High grade controls have forced DOD agencies to operate with
fewer high grade personnel. However, high grade controls are
subject to the same criticisms and drawbacks as average grade.
DOD officials reported the following adverse results of high
grade reductions:

--One Army Command, in explaining the difficulties which re-
sulted from the reductions, gave us an example of a domino
or ripple effect which multiplies the impact of even a
single high grade reduction. An actual case supplied by
the U.S. Army Communications and Electronics Materiel Read-
iness Command is cited. A GS-14 engineer position was
eliminated and replaced with a Lieutenant Colonel. Under
"bumping" rules, the GS-14 engineer was downgraded to a
GS-13 and "bumped" the subordinate GS-13 section chief,
who in turn bumped a GS-12. A GS-11 was then displaced
and transferred to another organization. In reality, four
civilians were displaced and their productivity reduced.
A Project Leader (GS-13 industrial engineer) was also re-
duced in grade. He "bumped" a GS-12 who tried to bump
another GS-12. Because of seniority he could not be
placed into the similar GS-12 position and instead was
downgraded. The GS-11 whom he displaced moved to an
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unknown position or left the command. In summary, to down-
grade a GS-14 and a GS-13, eight positions within this
organization were significantly affected, and the position
structure of the two sections within the branch was per-
haps adversely affected.

--DARCOM reported the effect of the reductions and associated
turbulence in its ability to retain interns--those young
men and women being trained for future top management
positions. DARCOM has lost nearly half of all interns
graduated since 1974. During the period fiscal year 1974
to fiscal year 1980, the command has incurred costs of $120
million to train interns who left the Department of Army
within 5 years of program completion for better career
opportunities.

--Losses of Navy scientists and engineers due to decreased
opportunities for advancement have increased substantially.
Navy Research and Development Centers have a rate of loss
for scientists and engineers that has increased 47% in
2 years.

The Acting Assistant Secretary of the Army (Manpower and
Reserve Affairs) specifically requested relief from the civilian
high grade reductions required by the fical year 1978 DOD Author-
ization Act. In his March 5, 1981, statement before the House
Subcommittee on Military Personnel and Compensation, William D.
White said: -

"The reductions present a serious impediment in provid-
ing those civilian skills required to support Army mis-
sions, particularly professional positions for research
and development, medical services, procurement, and
overseas construction programs. Additional high grade
positions, not fewer, are needed to develop and manage
the new and expanding programs evolving from increased
real spending for national defense and to provide the
needed technical base to support the military forces in
the face of an ever expanding threat."

According to DARCOM officials, materiel readiness, including
materiel management and procurement as well as materiel develop-
ment, are all adversely affected by the high grade controls.
Workload, employee performance and morale, and high grade posi-
tions are interrelated. If one of the variables is changed, the
others are influenced to some extent. The overall effect of high
grade controls on DOD mission accomplishment could not be deter-
mined through a macroanalysis of the reductions in grades GS-13
to 15. However, our prior work has shown that an unbalanced
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allocation or use of personnel resources can result in failure
to carry out necessary programs. I/

POSITION MANAGEMENT AND
CLASSIFICATION CONTROLS

OPM and DOD officials consider classification decisions
and position management to be the very core of Federal personnel
management. Under the Classification Act of 1949, agencies must
classify their own GS-l through GS-15 positions using OPM stand-
ards as guides. For each position, agencies must prepare a
written description of duties, responsibilities, and supervisory
relationships, which an agency official certifies is complete and
accurate. OPM is responsible for monitoring the adequacy of
agencies' classification practices.

Position management refers to those management actions to
determine and maintain the appropriate type and mix of positions
needed to perform the work of the organization. It is a systema-
tic approach for determining the number of positions needed, the
skill and knowledge requirements, and the grouping and assignment
of duties and responsibilities among positions. The process is
dependent upon management's translating mission goals into major
tasks and organizational elements, subtasks and sub-elements, and
ultimately, into duties of individual positions. Position manage-
ment should dictate classification, not the reverse. Ineffective
position management contributes to pressures for upgrading or
to unwarranted grade growth. The following information further
defines the concept as it is used in DOD.

POSITION MANAGEMENT

Objectives
Position/workforce balance in terms of
--Economy
--Efficiency
--Effective employee utilization

Fundamentals
--Classification standards
--Match grade with job difficulty/responsibility
--Review program every 3 years - as a minimum
--Each position subject to periodic review

Results
--Grades proportional to difficulty and

responsibility

l/"Personnel Restrictions and Cutbacks in Executive Agencies:
Need for Caution" (FPCD-77-85, Feb. 9, 1978).
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--Balanced grade distribution
--Efficient and economical workforce structure

DOD Directive 1400.26, issued on July 28, 1979, established
policy guidance for the uniform development, implementation, and
administration of effective position management programs through-
out DOD. The directive requires the heads of DOD components to
(1) issue internal program policy and procedures consistent with
key elements in the directive, (2) conduct periodic compliance
inspections or surveys, and (3) commit sufficient resources to the
program to insure support, coordination, and cooperation. The
accountability and responsibility for position management are ex-
plicitly assigned to line managers and supervisors, who are to be
evaluated at least annually for position management effectiveness.
According to the directive, these evaluations of individual per-
formance in position management will be used in merit pay deter-
minations; Senior Executive Service compensation decisions;
appraisals for promotion; and reassignment, retention, and reward
of supervisory and managerial employees.

While Army has been a front runner in position management
efforts, some of 'the other DOD components are just now in the
process of implementing the program which is designed to promote
grade level conservation. A discussion of current position
management and other grade control efforts in the services
follows.

Army

Current controls on average grade in the Army are fairly ex-
tensive. In addition to the occupational series targeted for
grade reduction as required by OMB Bulletin 77-11, the Headquarters
Department of the Army may also release guidance from time to
time on additional occupational series which might have grading
problems. Indications of Army's commitment to grade control
include the following:

--The Office of the Deputy Chief of Staff for Personnel is-
sued a directive, on December 3, 1979, on civilian grade
management, instituting a policy of "stop grade escalation."
The directive stated: "My staff will monitor grade trends
and establish remedial ceilings for individual [Major
Commands] MACOM/Staff Agencies when unjustified increases
occur over a period of time and appropriate corrective
measures are not underway. All levels of command may also
use remedial ceilings."

--In a memorandum to major Army commands, dated August 8,
1980, the Adjutant General stated the Army position with
regard to position management and average grade control:
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"The basic Army objective is to insure that grade escala-
tion has been halted. This means that in some situations
the established civilian grade structure should be grad-
ually reduced, with emphasis on corrective position man-
agement actions."

--Trends in average grade levels are monitored for individ-
ual Army activities. Where there is an increase in aver-
age grade and no significant mission or functional change
has occurred, managers are expected to consider a check-
list of position management options and apply appropriate
options in support of Army's interest in personnel cost
reduction and classification accuracy. The Army program
provides for average grade ceilings in commands with unjus-
tified increases.

--In implementing the Army policy to stop average grade es-
calation in fiscal year 1980 and fiscal year 1981, the
Headquarters, DARCOM, issued a Civilian Grade Management
Plan on April 15, 1980, which establishes the command's
policies for controlling unwarranted grade escalation
in civilian positions. This plan provides for quarterly
reporting through command channels by summarizing grade
structure trends, costs, and reasons for changes. The GS
Civilian Grade Structure Summary, submitted quarterly
by individual commands and activities to DARCOM, lists
the number of positions filled and vacant at each GS grade
level. An accompanying narrative explains reasons for
changes in grade structure.

--In the interest of maintaining pay and position accuracy,
every civilian position in Army is reviewed every 2 years.
The review may be conducted either by OPM, Army Headquar-
ters, or Personnel Specialists at the command level or by
the individual supervisor. These classification reviews
are conducted systematically, but positions are also sub-
ject to review whenever a reorganization is proposed,
new standards are issued, or a series appears on the target
list for intensive reviews.

--In addition to the review requirements at the command
level, there are also reviews scheduled by the Army Head-
quarters field audit staffs. All installations are
visited by an audit team every 2 or 3 years. The audit
teams conduct extensive reviews of particular functions.
These review teams have found that grade accuracy is high
in the Army. For example, in fiscal year 1980 the review
teams found an accuracy rate of 93.3 percent after a
random review of 568 positions at 17 installations.
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Air Force

The Air Force is currently operating under a February 20,
1980, position management regulation. The regulation explains
how to set up a position management program under which supervi-
sors and managers can work with civilian personnel specialists
and manpower specialists to:

--Organize and structure positions in the most economical
and efficient way to meet mission requirements and
agency obligations.

--Implement and maintain specialized plans for improving
position management continuously in each organizational
entity.

--Absorb externally imposed programs without interrupting
existing position management goals.

The Air Force also has a regulation, issued on January 16,
1980, controlling the evaluation of personnel management and ad-
ministration. The regulation establishes objectives, policies,
responsibilities, procedures, and guidance for managers and per-
sonnel administrators to use in evaluating civilian personnel man-
agement and administration. Attachments to the regulation include
detailed guidance for evaluating a wide range of personnel activ-
ities, including position management and classification accuracy.
In addition, the Air Force has drafted regulations specifically
on position classification; these proposed regulations explain
the authority and responsibilities of the civilian personnel
classification program.

Air Force Personnel Management Evaluation Teams operating
out of San Antonio review personnel activities at various instal-
lations. The teams examine many aspects of personnel management
including staffing, classification accuracy, promotions, training,
EEO activities, employee relations, and labor relations. These
teams prepare reports on the evaluation results, indicating the
accuracy of position classification as well as the strengths and
weaknesses of various personnel functions at the installations.

In fiscal year 1980, there were 27 evaluation reports issued
by the Air Force Office of Civilian Personnel Operations. In fis-
cal year 1981, this office scheduled reviews for 64 installations.
In addition, OPM has included six Air Force installations in the
continuation of their special evaluation of classification accur-
acy in fiscal year 1981.

All Air Force installations have 1 to 30 position classifica-
tion specialists. Base level classifiers must review all civilian
positions every 2 years. An Air Force official indicated that
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classification accuracy should be around 95 percent. If an in-
stallation falls to a 90 percent accuracy level, the authority to
classify positions may be rescinded.

Navy

At the time of our review, the Navy had issued draft guide-
lines on position management. Navy officials reported the follow-
ing initiatives and accomplishments in reducing civilian personnel
costs and controlling grade escalation:

a. From July 1975 through September 30, 1980, the Navy re-
duced the numbers of GS-13, 14, and 15 level positions by
1,481, 299, and 441, respectively, for a total of 2,221.
Central classification of all GS-13 through GS-15 level posi-
tions from July 1975 through August 1980, as well as hiring
freezes on high level positions, imposed by the Chief of Na-
val Material and the Chief of Naval Operations, were instru-
mental in achieving these reductions.

b. Budgetary grade level targets for GS-13 through GS-15 po-
sitions were assigned to all major commands within the Navy.
These targets identified the maximum allowable number of ci-
vilians at these grade levels. The funds available for the
compensation of civilians were adjusted to reflect these
targets, which in most instances, were below current on-board
counts at the respective grade levels. This measure induced
managers to capitalize on attrition and other opportunities
to restructure high level positions and reduce grade levels.

c. Existing programs are being reemphasized to assure the
propriety of the way in which positions are structured (i.e.,
the Position Management Program) as well as the accuracy of
the position descriptions and grade levels relating to the
positions. Adherence to strict application of position clas-
sification and grade standards is being enforced by the es-
tablishment of a monitoring program at Command Headquarters
and by the Chief of Naval Operations.

d. A vigorous on-site evaluation program has been estab-
lished and is being implemented in which ad hoc groups of
personnel specialists perform indepth analyses of the per-
sonnel programs of &elected activities. Classification and
position management programs form an integral part of these
evaluations.

DOD officials believe the aggressive application of a
strong position management and job classification program
throughout DOD serves to properly structure and grade the
DOD work force. Since we reviewed only component policies and
operating procedures, we cannot determine the actual quality
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of position management programs or the accuracy of classifica-
tion actions in DOD.

According to officials at OPM, the classification accuracy
rate is much higher for DOD agencies than for other Federal
agencies. The OPM officials based their conclusions upon evalua-
tions conducted annually in DOD agencies and other Federal
agencies. OPM officials further indicated that DOD devotes more
resources to classification work. The number of Position
Classification Specialists in DOD is higher than in the other
Federal agencies. In 1978 the ratio of DOD classifiers to
employees was 1:621 while the non-DOD ratio was 1:1,413. In
addition, the training program for Position Classifiers in
DOD was considered by OPM to be more thorough than that of
other Federal agencies.

RESULTS OF GRADE CONTROLS

We could not determine the effect each individual grade
control mechanism had on the DOD grade structure. Over the 16-
year period DOD's population and grade distribution increases
were less than those experienced in non-DOD agencies, suggesting
that the cumulative effect of the DOD mechanisms has been to slow
growth.

While personnel cutbacks at grades GS-13 through GS-15 were
congressionally mandated, DOD has also made reductions in other
grades since 1974, specifically at grades GS-2, 3, 4, 7, 9, and
11. A comparison of the DOD population trends in these grades
with the non-DOD Federal work force strongly suggests that DOD
has exercised more control over its GS positions than have other
Federal agencies. Even the significant grade increases in DOD,
GS-5 and GS-12, for example, are not as great as the correspond-
ing increases in the rest of the Federal work force. (See charts
in app. VIII comparing the grade level population trends in DOD
with non-DOD agencies for 1964, 1974, and 1980.)
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CHAPTER 4

CONCLUSIONS AND RECOMMENDATIONS

The central issue in arguments about grade escalation is

whether or not the explanations advanced for it do in fact jus-

tify its occurrence. Average grade is only a gross measure of

changes in employee distribution and cannot indicate whether

these changes are justified or cost effective. Many factors af-

fect GS grade populations and, therefore, distribution, and it is

unclear what degree of importance should be attached to any single

factor. As noted in a Rand study on the subject, "In view of the

changing nature of government functions, increasing technology,

atid the economic factors at work in the country, it is not clear

what purpose is served by an indicator like average grade. The

real problem is what mix of grades and occupations is necessary

to conduct governmental business." l/

The objective in controlling the size and grade structure of

the DOD GS population is to keep the costs of maintaining an ade-
quate and efficient Defense work force at a minimum. Meeting

this objective requires careful review not only of the indicators

like average grade, but also of technology's impact on job mix,

the effectiveness of position management and classification, and

the effects of congressional and executive mandates on mission

and staffing requirements.

We believe the primary reason for grade escalation in the
DOD GS work force is the increasing complexity and advancing
technology in the Defense function. We believe that beyond the
purely defense-related technological advances, there have been
major societal changes reflected in almost every American institu-
tion, including DOD. These changes have had a multiplier effect
on the complexity of the Defense mission and on the need for a
more highly trained and specialized work force. Consequently,
there has been significant employment growth in higher graded pro-
fessional, administrative, and technical occupations accompanied
by major employment declines in clerical occupations.

Organizational changes, personnel policies, and employment
limitations in effect at various times during the past 16 years
have caused further upward pressure on the GS grade structure.
In some cases, poor management practices have also contributed to
grade escalation. Many of these factors are interdependent and
have had a cumulative effect on grade distribution. We could not

1/James H. Hayes, et al. "A Preliminary Analysis of the Increase
in the Average Grade of General Schedule Federal Employees"
(R-2329-MRAL) Rand (Santa Monica, CA, Nov. 1978) p. 38.
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isolate how much of the increase in grade structure is
attributable to each factor.

Since even a small amount of grade growth can cost an
organization the size of DOD several million dollars annually,
grade control mechanisms have been applied. We could not
determine the effect of the individual controls--average grade
ceilings, high grade reductions, position management--on the
DOD grade structure. However, DOD's grade escalation was less
than that experienced in other Federal Government agencies,
suggesting that the cumulative effect of the DOD controls has
been to slow growth.

Restrictions on average grade and high-grade reductions
control personnel costs but do not distinguish between justified
and unwarranted grade escalation. These types of controls can
also produce staffing imbalances, poor morale, reduced services,
and other cost inefficiencies.

Position management, on the other hand, directly attacks
unwarranted grade growth. At its best, position management
offers a systematic approach for determining the number of
positions needed, the skill and knowledge requirements of
positions, and the grouping and assignment of duties and re-
sponsibilities among positions. Prime objectives of position
management are personnel cost control and grade level conserva-
tion.

The services appear to be emphasizing position management,
including proper position classification, to control unwarranted
grade growth. While we did not review the administration of
these programs, our prior work has stressed the importance of
position management and classification to efficient and cost-
effective personnel management. In a 1975 report 1/ we stressed
the need to develop at all management levels a special informed
interest in economically structuring work and properly classify-
ing positions.

We believe that DOD's policy guidance on position
management, if properly implemented, offers a better alternative
to controlling unnecessary grade escalation than presently man-
dated grade control mechanisms. Position management avoids the
problems associated with other controls now in place and does
not arbitrarily cap justified grade increases.

1/"Classification of Federal White-Collar Jobs Should Be Better

Controlled" (FPCD-75-173, Dec. 4, 1975).
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RECOMMENDATIONS

GAO recommends that the Secretary of Defense:

--Take actions to insure each component complies with DOD
policy guidance on position management.

--Require supervisory/managerial performance appraisals to
include position management as a critical element when-
ever position management deficiencies exist.

GAO recommends that the Congress:

--During oversight hearings, require DOD components to
report on the adequacy of position management programs
including (1) results of onsite personnel management
evaluations, (2) specific cost efficiencies and improve-
ments planned and accomplished as a result of these
programs, and (3) specific sanctions applied in cases
of grossly negligent or intentionally poor classifi-
cation or position management.

--Where a DOD component demonstrates it has implemented an
effective position management program, use it as the
control mechanism in lieu of high grade, average grade,
or other similar control mechanisms.

34



APPENDIX I APPENDIX I

C; C i( 40 C 560 C . .~ .I

r O WLMO 0N V- 00 n 0VO1

4 -4 m0I wC 4 0-4 0c 0 -

-4 P-4r

4

MOOl

-4ulI M 4%(

Is4 S . S . S .- .n, 0 ! 4c -

4 L

(4 4-4,oLne c r-4m cN r- 4 (n

r-4 in r. H 0 -4 r r-% n - '

35 %



APPENDIX I APPENDIX I

0

U?4~C 0 C'4 C-4 0 0D-C%

4 1 . -4 4 1- 4 -
-4 -

if).-I50 '0 r-*N% ION Poo r-N-in m -4 -4~(N4 M A%

-44.

o -4C%0N 0%
E-40 m 4 nr- mo -4 0; r

r ..... .... N 1- 0

gJ N C)g

%4 F('J0%n CN ' m (n O N %% $ N R

-4 0('n0 coM o-4LA C4r

N ev -,

~0%OLA4DN

(n 36



APPENDIX I APPENDIX I

F-o~ 0) r-4 0 I
-4 co m 0w0 -4 ~ O

-- 4

-4-

0 - . . . . . . . . . . . .

--- 4 -4 %0mMVN4 4-

48 co Mt4~ ON C414mI

-44

-44 -4 en(Y

co~ m*0

P-4 co0

N~~ M 01 c

374f- nr



APPENDIX I APPENDIX I

co N C4 mmmr1 Q

4d S t m NC9(4! 4 8cvV Dcow m p
41r4 r4 - .

'.4-

r4 urr.- V-1O AO"4

F- -401r

4- ev 1- -4 r4 -

1 ~ ~ 0 UU;~ 4O' M4nQC1;

r-4.

v- *~ -4 f- . 4 . , C4 in

38



APPENDIX I APPENDIX I

I f -L :l " O-4.-4I q* .' .-

r-4 0 0- Nv 0m 40

-4'44 -4 -4 -41 81

2j CNj CDM 4 - ' 8 %0

1- 4 rc-44 : -r 4 -'4 c)u ;-

m r kor-0 O N 0 0 '0m D rrm 0

N' N 4m -e-. 44n

-4 Ag..........' 0N 4
0% N 4 n n p .- Ln~A 0 r%

r-40 N1 r + ++ ++4+ 4t I.% - L ( n0W

r-4~(% N-4 - N14L

. .. . . . . . . .

(7(% ,. r-4 U94-4 .(4 4 nvconv

-4

r- r4 - r4 1 4 -4 i

39



APPENDIX I APPENDIX I

v4 v~ co Ln 0-P5 -4 - 4 "il

-4"-4r-

! dp
'4 nNri. omL
0oF.n nr nc qqF,6

0i w jL n- n N 414r40-
N~ a N n r- 0 I m(L

04 r- ncoO4
-r:

C4 a' A A Lf; C; ow
r-4 N N~ r- N -4% L no 14 O

0 A s ,O

-I~ ~ C('I - -O OL C N M

- N m v jn % r4 co m o r4 'vu-%4r

~~~Jr- r-41 r4- r ~ D -4 fr,4 r4 LA

40



APPENDIX I APPENDIX I

-4 LO r- u n cD 4 ~ U. 'UK
-4 -41 -4j

-4~~-. InD% ~ N~~

0)

I.
4

s

NM N1 L01"Iw 4

4.. M- MA -4

0 41

4 -4 -14 4 -40 - DU

u. 'w~.. w . .. ~44 44 to4

-4'. I 1O$0

%01 0 -

-4 N mv n o r wmq 4 vOn% r-~ w

41



APPENDIX II APPENDIX II

PATCO DEFINITIONS

PATCO categories are defined as follows:

Professional occupations are those that require knowledge

in a field of science or learning characteristically acquired

through education or training equivalent to a bachelor's or

higher degree with major study pertinent to the specialized

field, as distinguished from general education. The work of

a professional occupation requires the exercise of discretion,

judgment, and personal responsibility for the application of an

organized body of knowledge that is constantly studied to make

new discoveries and interpretations, and to improve the data,

materials, and method.

Administrative occupations are those that involve the ex-

ercise of analytical ability, judgment, discretion, personal

responsibility, and the application of a substantial body of

knowledge of principles, concepts, and practices applicable to

one or more fields of administration or management. While these

positions do not require specialized educational majors, they

do involve the type of skills (analytical, research, writing,

judgment) typically gained through a college level general edu-

cation, or through progressively responsible experience.

Technical occupations are those that involve work which is

nonroutine in nature and is typically associated with, and sup-

portive of, a professional or administrative field. Such occu-

pations involve extensive practical knowledge gained through
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APPENDIX II APPENDIX II

on-the-job experience, or specific training less than that

represented by college graduation. Work in these occupations

may involve substantial elements of the work of the professional

or administrative field, but requires less than full competence

in the field involved.

Clerical occupations are those that involve structured work

in support of office, business, field, or fiscal operations;

duties are performed in accordance with established policies,

experience, or working knowledge related to the tasks to be

performed.

Other occupations are those miscellaneous occupations that

do not fall into the above professional, administrative, tech-

nical, or clerical groups.
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Mixed Occupations in the DOD Work Force

Series Title

072 Fingerprint Identification
203 Personnel Clerical and Assistance
204 Military Personnel Clerk and Technician
301 General Clerical and Administrative
303 Miscellaneous Clerk and Assistant
335 Computer Aid and Technician
501 General Accounting Clerical and Administrative
520 Accounts Maintenance Clerical
525 Accounting Technician
963 Legal Instruments Examining
986 Legal Clerk and Technician
1001 General Arts and Information
1106 Procurement Clerical and Assistance
1107 Property Disposal Clerical and Technical
1421 Archives Technician
1531 Statistical Assistant
1670 Equipment Specialist
1897 Customs Aid
1899 Miscellaneous Inspection
2001 General Supply
2005 Supply Clerical and Technician
2102 Transportation Clerk and Assistant
2131 Freight Rate
2133 Passenger Rate
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New DOD GS Occupational Series

1980

Series Title Population g grade

Professional

184 Sociology 24 10.50
193 Archaeology 55 10.24
408 Ecol.Dgy 79 9.94
601 General health science 16 11.00

605 Nurse anesthetist 3 11.33
858 Biomedical engineering 25 11.40
880 Mining engineering 1 13.00

904 Law clerk 16 10.00

1315 Hydrology 48 10.75

1386 Photographic technology 67 11.84
1550 Computer science 305 11.43

Administrative

011 Bond sales 1 11.00

023 Outdoor recreation planner 147 11.29
025 Park management 720 8.81

028 Environmental protection

specialist 11 10.52
030 Sports specialist 216 8.19
160 Equal employment opportun-

ity 939 10.73
205 Military personnel manage-

ment 1,088 10.62
233 Labor relations 390 11.86
246 Contractor industrial re-

lations 54 11.85
345 Program analysis 4,661 11.31
346 Logistics management 3,628 11.86
685 Public health program

specialist 1 7.00
688 Sanitarian 10 8.60

930 Hearings and appeals 6 11.50
950 Paralegal specialist 94 8.38
1054 Theatre specialist 20 8.00
1056 Art specialist 158 9.42
1412 Technical information serv-

ices 505 10.29
1715 Vocational rehabilitation 4 9.00
1910 Quality assurance 11,154 9.99
2125 Highway safety management .4 10.50
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New DOD GS Occupational Series

1980

Series Title Population Avg. grade

Technical

019 Safety technician 103 6.77
021 Community planning techni-

cian 5 7.20
026 Park technician 347 4.86
029 Environmental protection

specialist 22 5.73
186 Social service aide and

assistant 323 6.77
189 Recreation aide and as-

sistant 700 3.85
603 Physician's assistant 15 9.87
622 Medical aid (sterile sup-

plies) 149 3.36
642 Nuclear medicine techni-

cian 40 7.57
646 Pathology technician 182 6.91
648 Therapeutic radiologic

technologist 19 6.74
675 Medical records technician 845 4.58
684 Public health dental hy-

giene 28 6.61
698 Environmental health tech-

nician 67 6.61
895 Industrial engineering

technician 2,415 9.20
1316 Hydrologic aide and tech-

nician 193 6.80
1702 Education and training

technician 1,586 6.42
1960 Quality inspection 2,261 7.43

Clerical

547 Benefit-payment roll 1 5.00
679 Medical clerical 1,449 3.65

Other

099 General student trainee 688 4.05
199 Social science student

trainee 13 4.46
499 Biological science student

trainee 31 3.97
1891 Customs entrance officer 1 5.00
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New DOD GS Occupational Series

1980
Series Title Population Avg. grade

Mixed

303 Miscellaneous clerk and
assistant 4,904 4.25

335 Computer aide and tech-
nician 4,138 5.62

1106 Procurement clerical 6,280 4.63
1107 Property disposal techni-

cal and clerical 664 4.47
1897 Customs aide 2 5.00
2102 Transportation clerk and

assistant 658 5.48

56



APPENDIX VIII APPENDIX VIII

GtAIDE LEVEL POPULATION CHANGES
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GME LEVEL POPULATION CHANCES
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GRADE LEVEL POPULATION CHANGES
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