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· I am pleased to join you this morning to offer my perspective on our collective responsibilities to continually maximize the performance and assure the accountability of the federal government for the benefit of the American people.

· Before I address the main portion of my talk, I believe that it is important to say a few words about public servants.

· I believe that public service is a “high calling”.

· Those who chose public service over private sector options have decided to maximize their self worth rather than their net worth, and their country over cash.

· They also probably identify more with the word “we” than the word “me”.

· The federal government’s senior executives are true servants whose responsibility is to build public trust and confidence. 

· They make a difference for their country and our citizens everyday and for that I would like to say, “thank you”. 

· After all, while you can outsource certain non-core governmental functions to the private sector, you can never privatize the “duty of loyalty to the greater good.”  This involves looking out for the collective best interests of all rather than the narrow interests of a few.

· SES members in the federal government represent the leaders of their respective departments and agencies.

· As leaders, you must take risks to improve their organizations, not only for today, but also for tomorrow. Leaders have a stewardship responsibility to leave their organizations not just better off when they leave they when they arrived.  They also have a responsibility to leave their organizations better positioned for the future.

· Leadership today is also about effecting a cultural transformation in their organizations in order the respond to changing external conditions and position their organizations for the future.

· In government, this need for a cultural transformation is clearly evident.  Many government agencies need to change from a hiearchial, process-oriented, siloed and internally focused culture to a more partnerial, results-oriented, integrated, and externally focused organization.

· A critical part of the cultural transformation needed in the federal government is a different way of looking at its human capital or people and a different approach to dealing with people issues. 

· Unfortunately, most public sector agencies and many private sector entities have not adopted the philosophy that people represent an asset to be valued and not a cost to be minimized.

· This was very evident during the 1990s push to downsize government.  While some reduction in size was appropriate, the speed and means by which many accomplished this downsizing served to place many organizations at risk for their future.  

· In addition, most agencies are fighting an escalating “war for talent”, especially in connection with selected critical occupations.

· Given these and other factors, the human capital area is likely to be GAO’s next “high risk” list in 1/01.

· This morning I will cover several topics issues:

· The continuing need to transform the culture of the federal government,

· Top leaderships’ role in effecting the cultural transformation, and

· The human capital initiatives we have undertaken at GAO aimed at transforming our culture.

THE CONTINUING NEED TO TRANSFORM THE CULTURE OF THE FEDERAL GOVERNMENT
· What is “human capital”?  In one word, it means people.

· People represent the most important element of the three key enablers—people, process, and technology—necessary to maximize the performance and assure the accountability of any entity, irrespective of whether that entity is in the public, private or not-for-profit sector.

· It is important to remember that the U.S. Government is the largest, most diverse, and most complex entity in the world, and it probably always will be.  

· Can we afford not to have top talent in key government positions?

· Can we afford to treat human capital anything less than as a strategic issue?

· Unfortunately, as I said a moment ago, most federal agencies have not adopted this philosophy.

· In a report released last week, we found that progress has been uneven in building the organizational cultures necessary to create and sustain a focus on results within the federal government’s leadership and managerial ranks.  

· Copies of the report are available for you today.  Let me cover the highlights.

· We surveyed more than 3,800 federal managers at the SES through GS-13 level and found that building a more results-oriented and accountable federal government was a work in progress.  

· On the one hand, managers’ experiences and perceptions in our 2000 survey indicated some positive changes since our 1997 survey. 

· Currently, a greater percentage of federal managers reported their programs have various types of performance measures, including outcome measures (44% agree to a great or very great extent in 2000 vs. 32% in 1997). 

· On the other hand, there are still many areas where positive changes have not occurred.  

· For example, top leadership commitment to achieving results—a critical ingredient in managing for results—remained stagnant (53% in 2000 vs. 57% in 1997). 

· Equally disturbing, there was no statistically significant improvement in the extent to which federal managers said employees in their agencies received positive recognition for helping their agencies accomplish their strategic goals (31% in 2000 vs. 26% in 1997).   

· Furthermore, there was no significant improvement in the percentage of managers who reported that they had the decisionmaking authority they needed to help their agencies accomplish their strategic goals (36% in 2000 vs. 31% in 1997).

· Yet the percentage of managers who reported they were held accountable for the results of their programs increased (63% in 2000 vs. 55% in 1997).

· The difference between managers’ perceived level of accountability and level of authority is great.  Such an imbalance can inhibit the development of an environment conducive to achieving results.  We must work to close this “expectations gap”. 

· These survey results underscore the importance of continuing to bring greater attention to the abilities and efforts of agency leadership as they seek to transform their agencies into high-performing organizations.

TOP LEADERSHIP’S ROLE IN EFFECTING THE CULTURAL TRANSFORMATION

· Senior leaders like you and incoming political leaders can and must take a central role in transforming your organizations’ cultures.

· We have issued two reports recently on this topic—the first on the confirmation of political appointees and the second on executive performance agreements—to underscore the importance of ensuring incoming leadership has an understanding of and a commitment to performance-base management.

· The first report is intended to assist the Senate confirm future political appointees who have the requisite skills to deal effectively with the broad array of complex management challenges facing the federal government in the 21st century.

· Senator George Voinovich asked us to provide questions that the Senate can ask to gauge nominees’ knowledge and experience in the areas of results-oriented decisionmaking, financial management, information and technology management, and human capital management.

· These questions are not designed to be a checklist that would add to an already burdensome confirmation process, but a menu from which each Senate committee can decide which questions are most appropriate for a given nomination.

· We believe that asking questions on leadership and management issues will send a strong message that the Senate considers such issues to be a priority for all nominees for senior agency positions.

· The second report—released today by Chairman Dan Burton—demonstrates that executive performance agreements can an effective way to align individual employee performance expectations with agency goals so that individuals understand the connection between their daily activities and their organization’s success.

· Foreign governments have used performance agreements between department leaders and their top civil service managers to instill a sense of personal responsibility for achieving organizational goals as part of their cultural transformations

· Several of our federal agencies have used performance agreements with their senior executives and political appointees. You will hear more about three agencies’ experiences (DOT, VHA, and the Office of Student Financial Assistance) this afternoon, but let me tell you about some our observations.

· We found these agreements provided a number of benefits.  

· Performance agreements strengthened alignment of results-oriented goals with daily operations by defining individual accountability for specific goals.

· The agreements fostered collaboration across organizational boundaries by encouraging executives to work as teams to achieve crosscutting results.

· They enhanced opportunities to discuss and routinely use performance information by facilitating communication about performance and opportunities to improve performance.

· Performance agreements provided a results-oriented basis for individual accountability and served as the basis for executive performance evaluations.

· Finally, performance agreements maintained continuity of goals during leadership transitions by focusing on a consistent set of broad programmatic priorities.

· Based on the early benefits in using these agreements so far, it appears that these types of agreements can become an increasingly vital part of efforts to improve performance.

GAO’S HUMAN CAPITAL INITIATIVES AIMED AT ENHANCING OUR CULTURE

· We have been engaged in a comprehensive planning and reform effort since I became Comptroller General in November of 1998.

· This is essential if we expect to maximize the performance and assure the accountability of our agency.

· GAO’s human capital profile is similar to that of many other federal agencies.  As a result, we have a number of shared challenges in the human capital area.

· For example, like many federal agencies, GAO is much smaller today than we were in 1992 (i.e. 40% smaller)

· In order to achieve these reductions and cope with mandated budget reductions, GAO ran RIFs, essentially froze hiring, eliminated performance rewards and reduced investments in training and enabling technology for a five-year period (1992-1997).

· As a result, while we are smaller, we are out of shape and have a number of skills imbalances and succession planning challenges

· While some reduction in GAO’s size was warranted, the speed and means by which the reduction was achieved served to “mortgage our future” and put GAO “at risk” of not being able to get our job done in the future

· In addition to dealing with the after effects of the downsizing of the 1990s, GAO and the federal government is facing an escalating “war for talent”.  This is particularly true in selected critical occupations (e.g., IT, economists, scientists, accountants/auditors)

· Winning this war is complicated by the compensation gaps relating to many government positions as compared to the private sector and the decline in the attractiveness of public service.

· GAO is taking steps to address its human capital challenges by looking to provide reasonable flexibility to make management decisions that are in the collective best interest of our agency, client and nation while assuring that safeguards are in place to protect employees from discrimination, abuse or arbitrary actions

· A number of key GAO personnel are engaged in these efforts.  In addition, we are seeking the input of our employees on all key initiatives and a supplementing our internal expertise with external consultants in selected cases

· Our administrative actions have included, but not been limited to, the following:

· Completing the Human Capital Self Assessment Checklist that we developed to help others, help themselves in this important area

· Preparing a human capital profile of the agency and a related strategic planning framework

· Expanding our employee communication and outreach efforts using a variety of mediums and technologies

· Creating an Employee Advisory Council to discuss issues of mutual interest and concern in an open and constructive manner

· Obtaining employee feedback in a confidential manner using modern technologies

· Implementing an agency-wide employee suggestion program

· Inventorying the skills and knowledge of all of our employees using modern technology and soliciting employees’ preferences for their unit assignment.  The resulting information is used for workforce planning and organizational realignment purposes

· Reinvigorating our recruiting and college relations effort

· Restructuring our training and development programs

· Conducting various succession planning exercises

· Reinventing our performance appraisal system by focusing on core competencies and linking it to our strategic plan and GAO’s core values (i.e., accountability, integrity and reliability)

· Realigning our overall organizational structure (e.g., eliminating one layer of hierarchy, significantly reducing the number of silos, focusing more attention on client and external matters, and linking it to our strategic plan and cultural transformation initiatives). 

· Re-structuring our field offices (i.e., number of field offices, redefining their role)

· In addition to the above actions, which can all be accomplished within the context of current law, we recently achieved enactment of our human capital legislative reforms (i.e., technical/scientific supergrade, targeted early-out and buy-out authority to re-align rather than downsize the agency; modified RIF rules)

· Our additional flexibility and those provided to other selected agencies (e.g., DOD acquisitions) may serve as “betas” that other agencies will watch and learn from

· However, these flexibilities may or may not make sense for other federal agencies. 

· In the case of GAO’s legislation, we are in the legislative branch, and there are a number of important differences between GAO and many executive branch agencies 

· Importantly, before we sought our legislation, we prepared a business case and undertook a range of actions within the context of current law.

· Unfortunately, many agencies have not done what they can within the context of current law.

     *    *

· Ultimately, every agency needs to transform its culture to meet the challenges of today and the needs of tomorrow.  

· This cultural transformation starts with accountability.  The new SES accountability framework reflects that tenet.  The experiences of federal agencies have shown that performance agreements provide a results-oriented basis for executive accountability.

· Senior executives should receive positive recognition for helping their agencies achieve their goals.  But executives need to have the authority, tools, and flexibility they need if they are to be held accountable for results. 

· Senior executives should also understand how their daily activities contribute to their organizations’ success. Executives should work collaboratively to achieve results and discuss ways to improve performance.  Performance agreements can help here as well.

· As your agencies’ leaders, you need to craft approaches that make sense for your agency.

CONCLUSION:

· As executives in the federal government, we all have a responsibility to take steps to maximize the performance and assure the accountability of our organizations and effectuate any needed cultural transformations.
· Making the human capital area, in general, and people, in particular, a top priority will be essential to achieve these objectives.
· It will also be essential if we expect to achieve the intent of GPRA and make it more than an annual paperwork exercise.
· We must bring modern human capital management principles to government
· In addition, we must focus more on providing tools versus rules to help managers in this critically important area.
· At GAO, we will continue to make our people a top priority.  We will continue to develop tools to help others and will take a constructive engagement approach to dealing with others on this topic.  We will also continue to practice what we preach and lead by example.
· It will take concerted effort by all of us over an extended period of time to get to where we need to be in this area.
· Let’s work together to get the job done in this important area.
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