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EXECUTIVE SUMMARY

The Department of Energy (DOE) has formulated a comprehensive 5-Y ear Workforce Restructuring
Plan in response to the Office of Management and Budget (OMB) Bulletin 01-07, Wor kfor ce
Planning and Restructuring, dated May 8, 2001. The DOE Plan was developed in the context of the
FY 2003 budget request and annual performance plan and reflects additional guidance provided by
OMB dfficids.

The Department’ s fundamenta god is to improve misson ddivery by fostering accountability, reducing
unnecessary layers of management, streamlining operations and decison-making, moving resources to
front line activities, modernizing core busness practices, expanding e-government, transferring
additional work to the private sector, and improving internal and externd communication. Day-to-day
efforts will congtantly be aimed toward achieving intended results on time and within budget.

This Plan builds upon prior and current DOE-wide initiatives and identifies concrete near-term
workforce reshaping efforts, mid-term organization redesign initiatives and longer-term culture and
process changes to achieve the Department’ s “work smart” objectives. It incorporates actions
developed by individuad organizationa eements and a corporate-level management reform program
linked to the Presdent’ s Management Reform Agenda. As part of thisoverdl effort, DOE will develop
specific corporate reform goadsin FY 2002 (i.e., reduce the number of managers, organizationa layers,
and the time needed to make decisons; increase span of control; and redirect positions to the front
lines) that will be discussed further with OMB and reflected as targetsin DOE's FY 2004 budget
submission. It is anticipated that these reform targets will derive cost savings and certain staffing
adjustments that will follow through the close of FY 2007, and, perhaps, beyond.

Asasgn of the Department’ s commitment to redlize the Presdent’ s vison that government be citizen-
centered, results-oriented, and market-driven, DOE has dready implemented - within the first-aix
months of the new Adminigtration - an organizationa reglignment to simulate efficiency, enhance
programmetic effectiveness, and improve service ddivery. Additiondly, the Deputy Secretary, DOE's
Chief Operating Officer and representative to the President’ s Management Council, recently announced
key initiatives designed to improve linkage between the Department’ s criticd mission requirements and
program planning and performance review processes. These include:

. Revising the SES performance management system to provide direct and clear linkages
between key misson/program gods and executives performance objectives with a
results-oriented process for measuring achievement.

. Ingtituting Operational Program Reviews and regularly scheduled Leadership Mestings
of the core leadership team to improve overal business management.
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While a ggnificant number of specific actions will be undertaken during Fiscal Y ear 2002, as reflected
in this Plan, severd DOE Elements will be conducting comprehensive studies to identify additiona
opportunities for improving operations, better utilizing human capita, eiminating bureaucracy, and
saving resources. On a Department-wide scae, aside from establishing reduction godss, the agency will
review various corporate-leve practices to enhance and expedite decison-making, and align resources
where they will be mogt effective.

In Fiscal Year 2003, DOE will be on itsway toward implementing the vast mgjority of actions identified
inthis Plan. Recognizing that government reform is an ongoing process, this Plan will continueto be a
work-in-progressin FY 2004 and the out years. 1t is highly anticipated that additiond action items will
surface each and every year and that these results-oriented objectives will be incorporated as key
milestones in the Department’ s annud integrated budget and performance documents.

In sum, the DOE’s 5-Y ear Workforce Restructuring Plan and associated efforts will aid the
Department in meeting its misson requirements with less bureaucracy and with a greater emphas's
toward achieving meaningful Nationd Security, Energy Resources, Environmenta, and Scientific results.
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SECTION 1
INTRODUCTION

The Office of Management and Budget (OMB) Bulletin 01-07, Wor kfor ce Planning and
Restructuring, dated May 8, 2001, provided ingructions for implementing the President’ sinitiative to
have agencies restructure their workforces and streamline their organizations. The first requirement of
the Bulletin was to develop and submit aworkforce andyssto OMB in early Summer 2001. The
second requirement, which is accomplished in this report, is to develop an agency-specific workforce
restructuring plan in the context of the FY 2003 budget request and annua performance plan.

The Workforce Analysis submitted to OMB described severd potentia workforce chalenges for the
Department of Energy (DOE) which need to addressed as part of the Department’ s Federal workforce
restructuring efforts

. The average DOE Federa employee is 48 years of age, with amode age of 50-55.
Only 9 percent of the workforce is under the age of 35 (6 percent in the technica
workforce). The high average age combined with a very low number of younger
employees leads to concerns about successon planning, and the infusion of new idess
and sugtaining technicd capabilities.

. The largest number of permanent employeesis a the GS-13 grade leve, with a skew
toward higher grade levels because of the highly-trained technical and professond
nature of DOE missons. Higher grades are dso aresult of limited hiring for severd
years where the few available hiring opportunities were used for critical capabilities,
resulting in hiring a more senior levels to ensure that new employees could “hit the
ground running.”  Aswith age, the grade ranges indicate limited entry-level hiring.

. In FY 2001, 13 percent of the current DOE workforceis digibleto retire. Thiswill
increase to 32 percent by FY 2005. It is projected that about one third of the Federa
employees now on-board at the Department will retire by FY 2007.

. Opportunities to rebuild and restructure the workforce have been limited by low
atrition rates for the Department and by limited hiring opportunities due to resource
congraints. Attrition dropped from a high of 10.2 percent in FY 1997 to 7.0 percent in
FY 2001.

This DOE 5-Year Restructuring Plan (Plan) is being submitted concurrently with the FY 2003 OMB
Budget Request. The budget request generdly reflects reductions in program direction, but the
programs have not yet fully determined how these reductions will be gpplied and the full range of
workforce restructuring initiatives that will be undertaken as aresult of these reduced funding levels.
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PURPOSE

The god of this Plan isto provide a roadmap for restructuring the DOE workforce over the next five
years and beyond to achieve substantia improvements in effectiveness and efficiency. The
Department’ s core objective isto deliver results to the American taxpayer. The Workforce Analysis
information submitted to OMB in July 2001 provided the basdine information for beginning the
development of the 5-Y ear Workforce Restructuring Plan. Where applicable, the 5-Y ear Plan
identifies those initiatives, changes and strategies proposed by DOE to reduce the number of managers,
to reduce organizationd layers, to reduce the time it takes to make decisions, to increase the gpan of
control, to redirect pogtionsto the “front lines,” and other actions to improve efficiency, effectiveness,
and/or service delivery. This Plan dso provides a corporate focus of the activities being undertaken
and anticipated in support of the President’s Management Reform Initiatives.,

Due to the short time available to prepare this report, and because of the limited guidance available, it is
recognized that the Plan isa“work in progress’ subject to update and revision in consultation with
OMB before the Congressiond budget is findized. During the 5-year implementation of the Plan,
changes dready made will be reviewed and evaluated each year, with adjustments made as required.

METHODOLOGY

Developing the Plan was a complex undertaking requiring close collaboration with OMB, aswell as
aggressive coordination across the entire Department. The Deputy Secretary assigned lead for the
development of the Plan to the DOE Office of Management, Budget and Evduation (OMBE). That
Office established a DOE 5-Y ear Workforce Restructuring Task Force with personnel having a
combination of skills and knowledges not available in any one OMBE organization. Under the
leadership of the Director of Human Resources Policy and Planning, the team included representation
from the Office of Budget, Office of Strategic Planning and Program Evauation, Office of Human
Resources Management, and the Office of Management and Operations Support. I1n addition, Program
Secretarial Officers (PSO) assigned a senior staff member as point-of -contact and advisor to the Task
Force.

Team procedures included soliciting input from DOE organizations (and outside DOE as appropriate),
reviewing previous management evauations, developing restructuring options, and establishing
protocols for integrating the Plan with the budget, performance plans, strategic plan, and mgor
management reform activities. The Task Force catad ogued management efficiency actions dready
planned or taken for FY 2001 and FY 2002, and identified restructuring opportunities for FY 2003-
2007.

The Task Force reviewed numerous documents, including internal and externd studies of DOE
operations, organizations, and decision-making processes, in its effort to identify targets of opportunity
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and to develop this Plan. Each PSO aso provided information critical to the development of the Plan.
Thisinformation included key initiatives undertaken in their organizations through FY 2002, and
proposed for FY 2003-FY 2007, to reduce the number of managers, reduce the number of
organization layers, reduce decision-making time, increase the span of control, redirect positions to
front lines, and to address other key workforce challenges. The Plan also seeks to be responsive to
anticipated Congressiond direction that DOE prepare an overdl staffing plan that implements
organizationa and management efficiencies throughout the Department and that could lead to a
reduction in overdl staffing during FY 2003.

OMB Bulletin 01-07 provided fundamenta direction for the Task Force. To supplement this
guidance, the Task Force met with OMB officiadsto get specific direction on format and issues to be
included in the Report. At the request of OMB, significant emphasis was aso placed on the Presdent’s
Management Reform Agenda. Five dements of the Agenda are very specificdly reated to the
Workforce Restructuring Plan. These dements are:

Strategic Management of Human Capita
Competitive Sourcing

Improve Financid Performance
Expanding Electronic Government,
Budget and Performance Integration

—4 -

Appropriate DOE organizations were tasked with preparing issue papers for each of these ements.
In addition, based on discussion with OMB, issue papers were also developed on Project Management
and Contract Management. The information from these issue papersis included in the Plan.

PLAN DEVELOPMENT STRATEGY

As documented in other sections of this Plan, workforce restructuring in the DOE began prior to the
requirements of OMB Bulletin 01-07. This Plan is an extenson of the Department’ sinitiatives to
greamline and move more resources toward accomplishing the DOE mission, while a the same time
modernizing business practices, improving communications, and streamlining decigon-making.

Under the involved leadership of Secretary Abraham and Deputy Secretary Blake, the Department’s
FY 2003 Budget Request proposes bold programmatic objectives and does so, within budget
condraints, by advancing aggressive management reforms and program adjustiments using available
workforce restructuring tools. Many of these reforms are in direct support of the Presdent’s
Management Reform Initiatives. This Workforce Restructuring Plan recognizes that the Presdent’s
government-wide godss, epecialy Workforce Restructuring as a part of Competitive Sourcing and
Strategic Human Capitd Management, are mutudly reinforcing. Accordingly, it emphasizes FY 2003
corporate actions in support of the President’ s Initiatives, recognizing that the Department’ s component
organizations will need timein FY 2002 to develop more specific restructuring plans that will drive
additional organizational changes, cost or savings estimates, and budget linkage.
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While firg-year time limitations must be recognized and appreciated, it is fully intended that out-year
planswill reflect additiond studies and other initiatives undertaken during thisinitia period. Revised
plans will be much more detailed and specific on ayear-by-year bass and will be transparently
integrated into the FY 2004 and later budgets and performance plans.

GUIDING PRINCIPLES
In implementing our strategy, DOE will be guided by the following principles

T Despite prior progress made to enhance management efficiency and effectiveness, and despite
serious downsizing, there are till sgnificant opportunities to improve.

T Progress toward additiond improvements over the next five years will include amix of
Department-wide initiatives and organization-specific actions.

T Improvements do not autometically mean budget or staffing reductions, especialy when
increases can lead to measurable improvements in productivity or other management
efficiencies.

T Workforce Restructuring initigtives are tools to facilitate management efficiencies and/or
effectiveness, not an end in and of themsalves.

T The Department is committed to provide tools and training to optimize opportunities for
restructuring.

T Additional workforce management tools, such as those proposed recently by the President,
will facilitate the Department’ s ability to meet management reform objectives,
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SECTION 2
BACKGROUND: DOE YESTERDAY AND TODAY

The U.S. Department of Energy’ s roots began with the development of the atomic bomb during the
Second World War. 1n 1946, Congress created the Atomic Energy Commission (AEC) to direct the
design, development, and production of nuclear weapons, and the development and regulation of the
burgeoning nuclear power industry. 1n 1974, Congress replaced the AEC with the Nuclear Regulatory
Commission and the Energy Research and Development Adminisiration.

In late 1977, Congress created the DOE as the 12" Cabinet-agency in an effort to bring together most
of the government’ s energy programs and defense respongbilities under one umbrella organization.
Management of the federd energy policy and program activities, power marketing administrations, and
the nation’s nuclear wegpons production facilities became key missons for the Department.

Today, DOE enhances America s national security by ensuring the safety, reliability, and performance
of our nuclear wegpons, promotes diversty in the development and use of energy resources and the
conservation of fud supplies; utilizes Nobe prize winning laboratories and other research facilities to
advance the frontiers of scientific and technica exploration; serves as a centra repository for energy
datistics, improves environmenta quaity and restores sites no longer used by the Energy Department;
and markets federal power.

Strategic Functions

To manage the diversity in programmatic areas, DOE has organized into four businesslinesand a
corporate management area through the Department’ s Strategic Plan and hasimplemented a
management model to accomplish gods and objectives:

Energy Resources: DOE’s energy development and conservation portfolio is designed to increase the
production and utilization of the Nation’s fossl, nuclear, and aternative energy sources through
coordinated planning, technology research and development, and technology transfer initiatives. The
Department aso overseesthe U.S. Strategic Petroleum Reserves and the Nava Petroleum and Qil
Shade Reserves.

National Nuclear Security: The Department’s Nationa Nuclear Security Administration(NNSA)
ensures the provison of safe and effective nuclear propulson systemsto the U.S. Navy, provides
sewardship over the Nation’s nuclear stockpile, promotes nuclear safety and nonproliferation within
the international community, eiminates domestic and internationd inventories of surplus fissle materids,
and utilizes assats to respond to nuclear incidents.

Environmental Qudity: DOE's environmenta qudity misson strives to assess and manage the dleanup
of inactive agency Stes and facilities in compliance with federal and state legd and regulatory
requirements and to develop disposa technologies and practices that are safe and cost effective. The
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Department’ s Civilian Radioactive Waste Management program manages the eva uation, development,
and operation of both an interim and permanent geologic repository for civilian radioactive waste.

Science and Technology: The Science program champions basic and applied research and
development activities, serves as abase for U.S. technology innovation, advises the Secretary on
science and technology initiaives, and manages DOE’ s non-defense multi-program laboratories.

Corporate Management: A number of key offices support the agency in accomplishing its mission.
These organizations provide advice and assistance in promoting the efficiency and effectiveness of the
Department, the development and implementation of policy, legd affairs, congressond and
intergovernmentd relations, public affairs, intelligence and counterintelligence, safety, security, budget
and financid management, community trangition support, energy information, procurement, and
adminigtration and personnel management.

Management Model

The principd officers of the Department - the Secretary of Energy, the Deputy Secretary, the Under
Secretary for Energy, Science and Environment and the Under Secretary for Nuclear
Security/Adminigtrator of the Nationa Nuclear Security Adminitration - provide direction and control
over DOE programs and activities. In hisrole as DOE's Chief Operating Officer, the Deputy
Secretary oversees day-to-day operations of the Department, including a broad range of corporate
management initiatives and reform activities.

The Department’s organizationa philosophy is based on the concept of centrdized policy development,
program planning, and administrative management and support a Headquarters, with decentraized
program implementation and project management at various field organizationa eements
Accomplishment of basic misson work is generdly through contractors at various field locations.
Generdly, headquarters organizations provide dements of the Department with management direction
and broad policy overview, oversight, planning and budgeting, resource alocation, and maintenance of
relations with the Congress, other Federd agencies, and the public.

The current Departmental management structure includes 9 mgjor headquarters program offices, 14
headquarters support offices, and afield structure with 8 operations offices, 2 field/area offices, 6
specid purpose offices, numerous Site/project offices, and 4 Power Marketing Adminigtrations. The
Department’ s organizationd paradigm is designed to accomplish multiple missons at various locations
scattered across the Nation while maintaining clear lines of accountability and responsibility.

Program Secretaria Officers are ultimately accountable to the Secretary and Deputy Secretary, either
directly or through the two Departmental Under Secretaries, for dl agpects of the planning and
execution of their programs conducted both at Headquarters and the field. To ensure clear
accountability and responsbility for dl activities, each Departmentd field el ement and contractor Site
reports to a specific Lead Program Secretarid Officer (LPSO) who has line management responsibility
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for managing field activities regardless of the range of programmatic work being performed at that Ste.
LPSOs are responsible for coordinating and resolving inditutional, administrative management
(including budget and staffing), and crosscutting issues with other PSOs in the Department. While they
report to a specified LPSO, the Managers of Field Offices are accountable to al PSOs that have
programs being accomplished through their field office. Programmatic goas and objectives established
by the respective PSOs are documented in Memoranda of Agreement between the responsible parties.

The Department uses a Directives System to establish and communicate interna cross-organizationd
operating policies and procedures. A formal processis used to coordinate the review of proposed
policies prior to their gpprova and implementation throughout the DOE complex. In addition, a
complex-wide management review process has been developed to collect comments and
recommendations on proposed policies and requests for data prior to their implementation.

In order to facilitate communication and coordination across the DOE complex, al program and most
magor staff offices have a Chief Operating Officer (COQ), who champions the implementation of
crosscutting management and policy initiatives. A Departmental COO Council mests regularly to
discuss issues of mutua interest. COOs a0 serve as the primary Headquarters contact point — a one-
stop shop — for interactions with those field offices or Steswithin their organization’s purview. Fedd
Managers meetings are aso routindy held to foster information sharing and coordinate programmatic
activities among Headquarters and Field e ements.

The Department accomplishes much of its mission through the use of an extensive network of
contractors. DOE contracts run the gamut from the provison of supplies and services to the acquisition
of research and development. Management and Operating (M& O) contractors are used for energy
research and devel opment, waste management, and defense activities such as stockpile management.
Under this form of contracting, for-profit and not-for-profit organizations, including academic
indtitutions, manage DOE’ s system of research and development facilities, nuclear weapons
laboratories, nuclear wegpons production and dismantlement sites, and nuclear waste management Ste
investigations. In FY 1999, there were 26 M& O contracts within DOE, vaued a approximately
$11.4 billion.

The Department primarily uses Management and Integration (M&I) contracts for its mgor
environmenta clean-up activities. In an M&I arrangement, the contractor has responsibility for
management of the infrastructure and the environmenta remediation of former defense facilities. In FY
1999, there were 7 of these contracts vaued at approximately $2.3 billion per year. Another 3,400
other contract vehicles, with atota funding level of approximately $2.2 billion, were employed in FY
1999 to accomplish DOE'’ s programmatic goas and objectives. Thus, contracting is critica to DOE's
mission accomplishment.  In this context, it should be noted that DOE is the most leveraged of the
Cabinet Departments, with approximately ten contract staff for every Federal employee (excluding
Power Marketing Adminigtrations).
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RESOURCES PROFILE

Federal Staffing

During the mid-1990s, the Department underwent a mgjor re-evauation of its missions, structure and
resources.  Upon conclusion of this agency-wide review, agod was established to reduce non-Power
Marketing Adminigtration (PMA) staffing levels by 25 percent over afive-year period. In May of
1995, DOE' s on board count was 13,640 (excluding the PMAS). By the close of FY 2000, the
number of employees on board dropped to 10,027 or an overall reduction of 26 percent. During this
same period, the Power Marketing Administrations reduced staffing levels by 11 percent.  Much of the
decrease was in adminigtrative support areas (budget, human resources, administrative/clerica support,
acquistion management, etc.), but there were aso significant reductions in scientific and technical saff
aswdl. The actua reductions exceeded the sdf-imposed targetsin dl fiscd years, due largely to
accelerated budget reductions requiring the use of some reductions-in-force, furloughs, buyouts, early
retirements, and severe hiring restrictions.  Though the Department attempted to begin rebuilding its
technical workforce in FY 1999, budget shortfdls and Congressionaly-mandated field staffing level
reductions curtailed those efforts, further draining an aready depleted skills base.

This downsizing has clearly produced unintended negative impacts. Firdt, because of very limited new
hiring actions, the average age of the workforce grew from 45 to 48 (ayear and one haf higher than the
government-wide average). Second, much needed critical skills and corporate knowledge was lost.
With impending retirements over the next severa years, maintaining technical competence in the Federd
workforce will continue to be a challenge for the Department.

Contractor Staffing

Since 1995, the number of prime contractor employees (excluding support service contracts and sub-
contractors) fell from 121,861 to approximately 101,147, areduction of about 17 percent. It

should be noted that contractor employment was aready on a downward path in 1995 as a result of
reduced National Security activities. The contractor staffing levelsin FY 1994 were 136,097;

thus the FY 1995 number of 121,861 reflected areduction of over 10 percent from the prior year.

Budget

The Department’ s funding profile between FY 1995 and FY 1999 experienced a downward trend.
As noted above, this contributed sgnificantly to downsizing requirements. In FY 2001, the Department
received an appropriation of more than $20 billion, which was a steep increase of 11 percent or 2
billion dollars above the FY 2000 gppropriation. The mgjority of the FY 2001 increases, $1.2 hillion or
61 percent, was in the Department’ s defense programs (including Defense Environmental Management
aswdl asthe Nationa Security Business lines programs). In FY 2002, the amended request is $19.2
billion with the conference estimate (midpoint between House and Senate) at $20.7 hillion or $1.5
billion above the request. The FY 2003 OMB target level is $19.7 billion.

-8-



U.S. Department of Energy 5-Year Workforce Restructuring Plan

The Department anticipates a very uncertain budget processin FY 2002 with increasing pressure to
reduce federal spending given the dower growth in the economy and reduced estimates for the surplus.
The situation becomes even more difficult with the additiona requirements placed on the Department,
including those contained in the Nationa Energy Plan.

Supervisory Ratios:

In 1995, the Department had an overd| supervisor to employeeratio of 1 to 4.2. Currently, DOE’s
overd| ratio sands at 1 to 8.0 as aresult of streamlining, delayering, job restructuring, moving
employeesto the “front lines” and other management practices. The Headquartersratiois1to 7.4
whilethe Field ratiois1to 7.7. The Power Marketing Adminigirations have aggressvely achieved a1
to 9.5 ratio. The Department has made progress but appreciates that additiona delayering will help
move resources to the “front line”

RECENT BUSINESS MODEL REFINEMENTS

The Department continues to embark on initiatives that impact Workforce Restructuring to modernize
its business management systems, improve communications, reform its planning and budgeting systems,
greamline decision-making, and move more resources toward accomplishing our mission.

InaJduly 26, 2001, memorandum (see Appendix A), Secretary Abraham set into motion changesto the
Department’ s Management Structure by introducing severa organizationa realignments to enhance
Departmenta efficiencies and effectiveness. They include the Secretary’ s vison of managing DOE
through aline-driven concept with aflow down of roles, responsibilities and accountabilities throughout
the Department. Key dignment activities announced and being implemented include:

Organizational Realignment

T The Office of Management and Adminigtration was combined with the Office of the Chief
Financid Officer and renamed the Office of Management, Budget and Evauation. Immediate
improvements from this restructuring include dimination of duplicative adminigrative functions,
redeployment of personnd to misson-critica activities, and aflatening of organizationa
hierarchy to reduce the number of direct reports. Similar efficiencies were atained by
combining the former Office of the Assstant Secretary for
Internationa Affairswith the Office of Policy to create an integrated Office of the Assgtant
Secretary for Policy and Internationd Affairs.

T In an effort to manage the broad range of computer technology options, ensure cost efficiencies
and congstency of gpplications Department-wide, the Office of the Chief Information Officer
now directly reports to the Office of the Secretary.
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T

Environment, Safety and Hedlth oversight is being incorporated into the Office of Independent

Oversght and Performance Assurance and assigned to the Deputy Secretary in hisrole asthe

Chief Operating Officer. Thismerger of oversight activities dlows for management efficiencies
by eiminating separate reporting mechanisms for the Department on oversght activities aswell
as provides a more cong stent gpproach in independent oversight.

The National Nuclear Security Adminigtration has undergone a series of organizationa
alignments sinceits creation by Congressin March 2000. In May 2001, an NNSA
reorganization proposa was submitted to Congress with an implementation date of October 1,
2001. The Organizationa Plan callsfor the utilization of both program and support
components. The program components — Defense Programs and Defense Nuclear
Nonproliferation —will focus on defining and advoceating the most effective means of
accomplishing the NNSA misson. Two new support components — Facilities and Operations
and Management and Adminigtration —will focus on the enabling functions critical to misson
success. This restructuring is guided by the following principles established by the
Adminigrator:

I Headquarters components have authority and accountability for defining program work
through palicy, programs, and budget formulation;

! Field eements have authority and accountability for overseeing the execution of agreed-
upon performance objectives set by program offices,

I Authority and accountability for evaluation of contractor performance are shared by
program and field organizations and will be coordinated by the Fecilities and
Operations component;

1 Decision authority should be located closest to the impact of adecision;
1 Maximize Federd staffing productivity; and

1 Encourage resolution of cross-cutting issues through the Management Council and part
of NNSA’s commitment to teamwork and shared success.

Performance M anagement:

Two recent efforts have been undertaken to improve performance at the Department. First, the Deputy
Secretary launched an Operationd Program Review initiative which will focus on the development of
measures'metrics by each Program Secretaria Officer (PSO). The Deputy Secretary will periodicaly
meet with each PSO to assess their success in achieving programmetic and management milestones.
The Office of Management, Budget and Evauation will conduct independent assessments to ensure
programs remain on schedule, within budget, and ddliver intended results (see Appendix B). Second, a
new DOE Senior Executive Service performance management system will be implemented on October
1, 2001. A four-tier rating system will focus on achieving desired outcomes, clearly linking key
mission/program godls, executive performance objectives, and rewarding results (see Appendix C).
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SECTION 3
KEY WORKFORCE RESTRUCTURING INITIATIVES
OF INDIVIDUAL DOE ORGANIZATIONS

The DOE 5-Y ear Workforce Restructuring Plan is a corporate roadmap with actions and initiatives that
will affect the entire Department as it moves to restructure the workforce and the way it does business.
This section highlights some of the key initiatives thet individua Departmental organizations have
undertaken or plan to take over the next five years to implement OMB Bulletin 01-07.

The planned actions pursue White House direction that agencies reduce management ranks and
management layers, and that Government become more citizen-centered by redistributing higher-level
positions to front-line service ddivery points. Both at the corporate and organizationd levels, DOE is
initiating plans to reduce the number of managers, reduce organizationd layers, reduce the time it takes
to make decisions, increase the span of control, and redeploy positions to service ddlivery positions that
interact with citizens. In FY 2002, the Department will identify specific reform godss (i.e. management
reductions, delayering, staffing dignments) that will be reflected as targetsin DOE's FY 2004 budget
submission. It isanticipated that these reform targets will derive cost savings and certain staffing
adjustments that will follow through the close of FY 2007, and perhaps beyond.

There are four genera themes common to many DOE organizations:

. A large number of organizations plan to use Early Out and Buyout Authorities to reduce saffing
levels, aid in workforce restructuring, and to help streamline and make their organizations more
efficient and effective to meet their missons.

. Additiond reductionsin gaffing levesin FY 2003 through FY 2007 may result from declining
budgets. Thiswill dso stimulate opportunities to reduce the number of managers and
organizationd layers, improve the span of control and redirect positions to the front lines.

. There are ill many uncertainties semming from the FY 2002 and FY 2003 budget processes.

. The outcome of severd DOE-wide studies currently underway will likely foster additiona
reform effortsin the outyears. For example, one of the studies will benchmark how DOE
manages its |aboratories, and others will assess how security and safety are managed
throughout the Department. The outcomes from these studies will a have a direct impact on the
gaffing of severd mgor DOE organizations as well as organizationa design and restructuring
opportunities.
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Many DOE organizations clearly anticipated the need to reengineer how business is conducted in both
headquarters and the field. Among the areas that will be assessed are how grants and contracts are
processed, the reporting relationships of the field Stes, and the potentia for additiona outsourcing.
Based upon the foregoing, and the FY 2004 budget formulation, most offices should be adle to
complete revised workforce restructuring plans to be submitted with the FY 2004 budget.

Many of our organizations have dready made sgnificant progress toward achieving increased efficiency
and effectiveness through workforce restructuring.

The Bonneville Power Adminigration (BPA) has undergone radica restructuring and downsizing over
the past eight years, driven by the deregulation of wholesae power markets. BPA refocused on
customer and congtituent needs and improved service levels, reduced costs and power pricesto be
more competitive, and improved the environment to ensure a High Performing Organization.  Since
1993, BPA’s employment levels declined by over 30 percent, the supervisor-to-employee levels have
doubled from 1 t0 5.3 to 1 to 10.7, and one layer of management has been diminated. BPA intendsto
use its ongoing strategic planning and staff planning processes to support its commitment to the
fulfillment of BPA’s mission and continue to focus on and implement the initiatives included in OMB
Bulletin 01-07.

The Rocky Hats Environmenta Technology Site, and sites of the Ohio Fidd Office are scheduled for
closure in the 2006 to 2009 time-frame. Extensive workforce anadysis has been performed to identify
what skills are needed for an orderly shutdown. Provided the closure schedules are met, most of the
Federd employees will be separated or placed in previoudy identified key DOE positions around the
complex with the remaining employees working on long-term stewardship projects such as
environmental monitoring. The Sites have requested separation incentives such as buyouts and early
retirement authorities, priority consideration and priority sdlection within the Department and Federd
governmen.

The Western Area Power Adminigtration (WAPA) has achieved subgtantia management efficiencies as
it continues to complete its organizationd transformation which reorganized and redigned its functions
dlowing it to operate in a more businesdike fashion incorporating quality and customer-driven
congderations into on-going work practices in order to become more competitive within the utility
industry. Since 1995, Western has reduced its number of supervisors from 187 to 105, reduced the
number of SES postions from 10 to 8, reduced overdl staffing by dmost 25 percent, reduced the
number of organizationd layers from 159 to 136, and increased its span of control froma 1 to 7.6 ratio
toalto 11.6 ratio. Western plansto continue to implement management efficienciesin FY 2003 and

beyond.

We will use lessons learned from these early successes aswe build DOE’'s FY 2002 corporate
workforce restructuring targets. We expect to release specific quantifiable targetsin the FY 2004
Corporate Budget guidance.
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Although additiond specifics are not expected until later, we have highlighted below many of the
planned or ongoing workforce restructuring initiatives reported from organizations around the
Department (Note: The NNSA materia includes information from the Offices of Defense Programs,
Non-Proliferation, Emergency Operations, and Naval Reactors). This materid is grouped and
presented under workforce restructuring results categories consstent with the OMB Bulletin 01-07.

Reduce the Number of Managers

During the next five years, organizations within the Department will pursue a sgnificant reduction in the
number of managers which will be accomplished in conjunction with areduction in organizationd layers
(discussed below). Actions to be taken for reducing positions include organizationa assessments,
consolidations and redlignments, and workforce restructuring which creates high-level scientific and
technical professiona positions that focus on work directly related to program mission requirements.
Although the Department is dill findizing its corporate gods, many of our Program Offices have sarted
to undertake efforts to reduce the number of mangers; for example:

*  Theldaho Operations Office will reduce the number of its mangers by 15% over the next five
years.

»  The Office of Management, Budget and Evduation (OMBE) will continue to review the
implementation of the merger of the Office of the Chief Financid Officer and the Office of
Management and Adminigtration to reduce the number of managers, and to further reduce
operating cogts. Theinitid analysis of the merger indicates an annud savings of $8 millionin FY
2003, and gpproximately a seven percent reduction in FTEs from the FY 2002 levd.

»  TheNationd Defense Authorization Act for Fisca Y ear 2000 provides that the NNSA
Adminigrator may establish up to 300 scientific, engineering, and technica positions, make
gppointments to those positions, and sat the compensation of officers and employeesin them,
as may be necessary to carry out the functions of the organization. The Adminigtrator will use
this authority to create high-leved scientific and technica professond positionsinvolved directly
in misson-related work, to provide technical direction to mission-oriented staff, and to reduce
the number of genera managersin favor of a cadre of technical experts.

*  Nudear Energy will perform atota assessment of the organization with atarget to diminate
supervisory positionsin FY 2003 and FY 2004.

*  Many other DOE organizations committed to reduce the number of managersin their
organizations from FY 2003 through FY 2007.
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Reduce Organizational Layers

Over time, organizations often create non-value added review and gpprova steps and coordination
points. The Department is currently assessing the number of layersbetweena  fidd-level employee
and the Secretary of Energy. Additiondly, dl organizations have been encouraged to analyze core
processes for each of their functionsin order to clarify decison-making authority and to identify and
eliminate unnecessary steps. We will use the results of the information collected in FY 2002 to set a
corporate standard. We will also look to private sector best practices in determining our standard.
DOE organizations will be tasked to adopt this stlandard and submit implementation plans with their FY
2004 budget submissons. Eliminating layers will reduce cyde time and improve efficiency. Examples
indude:

*  Theimprovements OMBE will achieve in reducing the number of its managers discussed in the
previous section will dso asss in reducing the number of organization layers, where

appropriate.

*  Centrdized support for Facilities and Operations (F& O) and Management and Administration
(M&A) in NNSA will reduce organizationd layers by afactor of two at the Headquarters levd,
while at the same time raisng the vishility and importance of critica enabling functions
particularly in the budget, procurement and human resources areas. The Adminigtrator’s
immediate staff support in saverd areasis consolidated into a sngle Adminigtrator’ s Staff
organizational component, thereby minimizing the number of organizationd layers.

*  Many other DOE organizations are formulating restructuring efforts that would reduce the
number of organizationd layersin their organizations from FY 2003 through FY 2007.

Reducethe Timeit Takesto Make Decisions

Reducing the number of managers and organizationd layerswill normally lead to faster decison making.
Fagter decisgons lead to improved management efficiency and more timely delivery of servicesto
cusomers. At the same time as we are identifying the number of management layerswe are a'so
mapping the process flow between the fidd and the Secretary. Our Programs will then identify and
andyze core process flows to ensure that each step is value-added or it will be eiminated. We will
push decison-making down to the lowest appropriate level and will establish sandard guidance to
inditutiondize our findingsin FY 2002. We believe that thiswill ensure thet roles are clear and that
accountability for decisonsis explicit. Clarification and documentation of roles and decis on-authority
will lead to faster decison-making at dl levels.

In FY 2002, the Department, through the DOE Chief Information Officer, will explore a knowledge

management system which is expected to be implemented in 2003. The CIO will ingdl knowledge
management and information portas to improve access to information critica to decison-making which
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will result in reduced time to make critical management decisons. Examples of other actions taken or
planned are stated below:

*  Environment, Safety and Hedlth will reduce the time it takes to make decisons by submitting
approval/decision packages directly from Office Directors to Deputy Assstant Secretaries to
Assgtant Secretary or Office Directorsto Assstant Secretary. Thiswill diminate lower-leve
concurrence chans, thereby reducing decison-making time.

e TheNNSA Adminigtrator's Management Council will integrate programmetic and functiona
planning and decison-making and resolve issues and make decisons that affect more than one
NNSA component. It will counter the naturd patterns of stove-piped decison-making
developed within the NNSA components and provide aforum for faster resolution of
operationd issues that extend beyond the boundaries of one component.

* By FY 2003, Nuclear Energy will implement the use of ectronic memoranda to reduce
decison-making time.,

»  TheOffice of Security Operations will use performance metrics for security deliverablesto
eliminate time and management-level decison-making and thus enable its employees to take
quicker action.

*  Western Area Power Adminidration isimplementing “Maximo,” an information decison
support system, which will be used for maintenance planning, inventory control, and establishing
a comprehendve maintenance database for preventative maintenance. Maximo will enable
Western to reduce decision-making time and better plan costs and activities in its maintenance
and congtruction program in the 1-5 year horizon.

I ncrease the Span of Control

Span of control generdly relates to supervisor-employeeratios. Increasing the span of control resultsin
anatura reduction in the number of managers and organizationd layers. Department-wide, the current
gpan of contral is about one supervisor for every eight employees.  In FY 2002, the Department will
research other agencies and the private sector to benchmark effective spans of control to identify
gopropriate organizational standards. DOE organizations have been developing plans to determine
optima gaffing levels and work unit configurations with the god of increasing their supervisory ratios.
Examples of these plansinclude:

*  Environment, Safety and Health will take the necessary steps to improve its span of control

fromalto7ratiotoalto 10 ratio by theend of FY 2003. Further improvementswill be
made as appropriate.
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Over the next five years, the Idaho Operations Office will improve its span of control from a1
to5ratioto 1 to 10 ratio.

NNSA will establish office-level and work unit management structures and set the spans of
control for managers based on the optimal levels of supervison for the effective and efficient
execution of the organization's functions sarting in FY 2003. NNSA will adhereto its desgn
principle: "empower decisons a the lowest possible level” asit determines appropriate spans of
control.

Redirect Positionsto the Front Lines

Improving customer focus requires that more qualified saff bein direct service ddivery postions (the
front ling). While reducing the number of organizationd layers and increasing the span of control may
result in reassgnment of personnd to service delivery, additiond actions to increase the number of
front-line personne will be required. These actions will concentrate on mergers, consolidetions and
reorganizations to permit redeployment of staff to the front lines. Although more specific plans will be
developed in FY 2002, severd DOE programs have aready reported the following planned actions:

In FY 2003 and beyond, the CIO will consolidate contract management and oversight
respongbilities and redeploy staff time to customer support activities. In addition, the CIO will
continue to consolidate all headquarters information technology support staff into the CIO.

Pogtions will be redirected to the front line as EH’ s changing mission is devel oped to one of
corporate assistance and technical support as part of the EH restructuring plan during FY 2003
through FY 2007. Aspart of this effort, EH will be exploring reassgnmentsto the fied.

The NNSA will move adminidrative activities out of misson-related program components and
into new consolidated support components to enable program components to focus their staff
directly on misson-related activities. NNSA will use Excepted Service authority to enadble
scientific, engineering, and technicd professondsin the field to focus on the "front lines" Over
the past year, NNSA has redeployed over 50 technica managers and staff from its Operations
Officesto its Area Offices at Amarillo, Los Alamos, Livermore, and Kansas City. This
initiative will continue as part of the NNSA Staffing Plan that will be developed in FY 2002,
and implemented in FY 2003 and beyond.

By FY 2004, Nuclear Energy will reach agreement with Field Offices to place Headquarters
employees at rdlevant field Stes.

WAPA has established a Project Management Integration Team to promote and implement a
comprehensive project management program. Initiatives include a project management career
path and organizationa enhancements that will promote a matrix type organization with fewer
organizational levels and more employees on the front linesin FY 2003 and beyond.
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SECTION 4
WORKFORCE RESTRUCTURING IN ALIGNMENT
WITH THE PRESIDENT'SMANAGEMENT REFORM AGENDA

Per OMB direction, significant emphass has been placed on the government-wide gods of the
President’ s Management Reform Agendain the preparation of the DOE 5-Y ear Workforce
Regtructuring Plan. Five dements of that Agenda are very specificadly related to the DOE Plan. These
dementsare:

Strategic Management of Human Capital
Competitive Sourcing

Improve Financial Performance
Expanding Electronic Gover nment
Budget and Performance Integration

The Presdent’s Management Agenda acknowledges the mutudly reinforcing nature of the five
government-wide gods, especialy noting:

“Workforce planning and restructuring undertaken as a part of Strategic Management of Human
Capital will be defined in terms of each agency’s mission, goals, and objectives -- akey
eement of Budget and Performance Integration.”

and

“Agency restructuring is expected to incorporate organizationd and staffing changes resulting from
Competitive Sourcing and Expanded E-government.”

Als0, based on discussions with OMB, similar treatment is accorded in DOE’s 5-Y ear Restructuring
Plan to Project Management and Contract Management because of their close connection with
restructuring issues. Specific corporate DOE actions for FY 2003 and beyond are incorporated into
the text of each subsection as gppropriate, and summarized in the last subsection.
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SECTION 4-1
STRATEGIC MANAGEMENT OF HUMAN CAPITAL

WhereWeWere

In FY 1995, DOE began a 5-year period of accelerated downsizing. Asaresult of the rapid reductions
of personnd, the Department was not able to retain employees with dl of the critical skills necessary to
accomplish future missons. In addition, seasoned employees with critical skills retired or sought
dternative employment. At the sametime, junior and mid-level employees, who would normaly move
into these pogitions, |&ft the Department, concerned that Reductions-in-Force would be necessary to
meet reduced gaffing levels and senaing that opportunities for future advancement would be limited in
the aftermath of the downsizing. The Department aso essentidly stopped hiring during this period. The
impact of these actions was that the average age of the Department’ s workforce increased, technical
and scientific bench srength diminished, and little or no "new blood" entered the DOE Federd
workforce.

Severd interna and externa studies as well as recent guidance from the Administration and the Genera
Accounting Office highlight both government-wide and DOE workforce vulnerabilities and the need to
more aggressively address them. Included among them are the following:

T The Generd Accounting Office issued areport in January 2001 entitled “Magor Management
Chalenges and Program Risks’ in which Human Capital Management in the Federa sector islisted
as one of the High Risk areas to be addressed government-wide.

T The Nationd Research Council and the Congress have identified shortcomings in DOE’ s Project
Management capability as a critical workforce issue.

T InJduly 2001, the DOE IG reported on vulnerabilities in Recruitment and Retention of Scientific and
Technicad gaff for the Department.

T TheFY 2001 DOE Accountability Report listed Human Capitd Management as a High Risk
chdlenge for the Department.

T A DOE R&D Managers Technical Capability Pandl, in 1999, found serious shortfdlsin the
Department cgpabiility to manage multi-million dollar research and science projects and identified the
need to replace approximately 80 senior level employees over 4 years.

T The Defense Nuclear Facilities Safety Board, which focuses on reviewing DOE technica capability
a defense nuclear facilities, has regularly caled on the Department to maintain a more highly skilled
safety management workforce.

A quick summary of DOE workforce demographics, downsizing, and other current circumstances

revedls the extent of the Department’ s human capital management challenge in rebuilding a highly skilled
workforce for the future.
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Demographics:

T Asof September 2001, DOE had a permanent Federal workforce of 14,159 including the
Department's Power Marketing Adminigtrations (4,260). The Department's Federal workforce
oversees a contractor workforce of approximately 101,000 employees.

T Thirty-two percent of the DOE Federa workforce requires scientific and/or technical skills. By
2005, over 30 percent of these employeeswill be digible for retirement. Lessthan 6 percent of the
current scientific/technica staff is under the age of 35.

T Itisprojected that more than 35 percent of DOE’s senior procurement officias, who are
responsible for approximately $16 billion per year in procurement spending, will retire within 5
years.

T Smilar problems, or worse, face other necessary professona and adminigtretive categories of
employees within the workforce.

WhereWeAre
The Department has undertaken a number of initiatives to address these problems, including:

T Project Management: An initiative to recruit and train high-quality project managers.

T Quick Hire: An automated staffing tool to reduce paperwork and produce more timely candidate
ligs.

T Technical Intern Program: A program to attract and develop highly-qualified and diverse recent
college graduates.

T Supervisory/Managerial Training: Designed to ensure that al supervisors and managers have the
basic kills needed to do their jobs.

T Hiring Controls: Pending further progress on the Department’ s human capital agenda, the DOE
interim hiring control process, which requires review and approva by senior managers of al higher-
graded and supervisory positions, has remained in effect since January 2000 to assure that continued
hiring isfor the mogt critica skills needed to support Departmental missons.

T Corporate Human Resources I nformation System (CHRIYS): Thisintegrated Human
Resources Information System has enhanced operationd efficiencies, reduced paperwork,
eliminated redundant information systems and non val ue-added work by human resources
professonals, and provided information necessary to make sound human resource decisons.

T Buyouts: The Department has used both buyout and early retirement authorities to meet
organizationa restructuring priorities and to address kills gaps by using the * headroom” these tools
create to fill higher priority postions. Over 2,000 employees have accepted buyouts during the past
fiveyears.

T HQ Reengineering: The DOE Headquarters HR organization has embarked on an ambitious
program to shorten processing times, to expand the use of automated processes, and to improve
customer feedback as a means of speeding the hiring process.

T On-line Learning: Over 300 web-based courses are available for DOE employeesin a broad
range of training disciplines.
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Where AreWe Going

In July 2001, the Department’ s key leaders, led by the Deputy Secretary, convened a Human Capital
Summit to identify next steps needed to improve human resources management at the Department and
to re-commit themselves to supporting these improvements. The Summit entailed a rigorous process
for identifying, understanding, and beginning to address key Federd workforce restructuring challenges
facing the Department. In opening remarks a the Summit, the Deputy Secretary charged the attendees
to focus on five key workforce areas and to identify initiatives that will make the Department “an
employer of choice,” give the Department a competitive edge in recruiting, developing, and retaining top
taent, and make the Department more efficient and effective in carrying out its missons. The five key
areas he identified were:

T Peformance Management

T Management Efficiency

T Recruitment and Retention

T Diversty

T Leadership Development and Succession Planning

Summit attendees concluded that the Department’ s basic workforce readiness and misson-ddivery
capability are inextricably linked to how well we acquire, develop, and use human capita, and that a
combination of short-term and longer-term actions are needed to address DOE’ s challenges. To
ensure the Department continues to move forward, on August 30, 2001, the Deputy Secretary directed
the Department’ s managers to focus on severa short-term FY 2002 Workforce Restructuring actions
to improve human capita management (Appendix D). These actionsincluded:

Revamping the SES Performance M anagement Systemto alow for meaningful digtinctions among
performers, provide grester focus on achieving desired outcomes, creste stronger linkages between
mission priorities and individua performance, reinforce leadership, and reward top performers with top
dollars (See Appendix C).

Developing a Human Capital Flexibilities Guide and periodic Bulletins to help DOE better utilize
available personnd flexibilities and tools, highlight best practices and solutions for unique issues and
provide new information about emerging programs and authorities.

Promoting Diversity Programs I mprovement to ensure that DOE diversity programs support a
diverse, respectful, and productive workplace, including:

T IssueaDOE Diversity Policy Statement to communicate to al employees the Secretary’ s vison,
commitment, and expectations regarding diversity.

T Develop diversity training for al DOE employees.

T Incorporate a DOE diversity-component into DOE management and supervisory training
COUrSes.

T Edablish adiversity baseline and develop measurable standards.
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T Edablish an outreach program to educate and inform minority communities about DOE
employment opportunities, programs and procedures.

Expanding the Use of Automated Human Resour ces Systems

T Increasing between 30-50 percent the current DOE-wide use of Quick Hire, an automated
recruitment system that alows applicants to gpply on-line and identifies top candidatesin
gpproximately one hdf the time of manua systems. Asapart of this expanson, al Headquarters
non-bargaining unit postions will be handled through the use of Quick Hire.

T Providing DOE employees On-Line Learning access to a broad range of desk-top courses
which:

» Increasethe availability of business management and leadership coursesby 50 percent.
*  Double the number of On-Line Learning subscriptions to Information Technology courses.
*  Expand the number of DOE-specific courses available.

T Refocusing DOE Leadership Development Programs to groom high-potential employeesfor SES
and other leadership positions in the Department by developing the following programs:

C A DOE-wide Mentoring Program to include training and expectations for executives and
high-level DOE leaders regarding their involvement in mentoring new and high-potentid
employees.

C SESCandidate Development Program that targets selection and development of high-
potentia employees for critical misson needs based on expected attrition. This program will
have a strong mobility component.

C DOE-wideIntern Program to address DOE-wide needs for increased hiring and
development of highly qudified technica and non-technica entry to mid-level candidates.

Thisfirst phase focuses on short-term initiatives that are expected to provide quick improvementsin
how DOE manages human capita now and in the future. These projects are dl targeted for
completion in FY 2002. For the longer-term, the focusis on FY 2003 and out year improvements
that will provide a basis for better workforce andys's and planning and managing the hiring, retention,
and development of DOE human resources. The Deputy Secretary will be asking severd of the
Department’ s top managers to assume specific responsbility for leading cross-cutting corporate efforts
to improve DOE’ s workforce planning and management, associated resource strategies, and
performance measurements. The Deputy Secretary will persondly oversee these corporate efforts
and plansto review organizationa achievements as part of the Operationa Program Review meetings
and through other performance eva uation processes, and his direct involvement will ensure the
success of DOE Corporate Workforce Restructuring Initiatives in FY 2003 and beyond.
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The DOE Workforce Andysis submitted to OMB earlier this summer presented ample evidence
suggesting that workforce planning is becoming increasingly critical and must be combined with an
active effort to recruit high quaity employees a multiple levels to ensure the long term hedth of the
Department. The intertwined challenges of an aging workforce, a dearth of employeesin the grades at
or below the journeyman level (most particularly in the Technica workforce), and increased retirement
eligibility over the next five years presents a situation in need of novel solutions for DOE and the
Federd workforce at large. While the Workforce Andysis identified the vita, core skills needed to
carry out our missions, additional work needs to be done to inventory current employee skills and to
project where and when skills imbalances will occur and how to address them.

In order to fully address DOE' s human capitd management chalenges, aggressive gods will be
established to develop and implement a workforce planning program (including succession planning),
expand the availability and use of satutory and regulatory human capitd management flexibilities,
assure that work and decision-making processes are reengineered and streamlined, utilize new
performance appraisal programs that provide greater focus on achieving desired outcomes, and
measure progress toward improved human capital management gods.

Specificdly, the following corporate actions will be taken:
& Develop and implement a workforce planning program, including succession planning

ACTION 1-1. Based on best practices, implement in FY 2003 a wor kfor ce planning
methodology that will identify critical skills needsfor key technical
and scientific occupations and positions, and, through gap analysis,
theresour ce needsthrough FY 2007. Particular emphasiswill be
placed on furthering actions begun in FY 2002 to identify
opportunitiesfor delayering and/or adjusting the number of
supervisors. This methodology will beintegrated with DOE’s budget
and performance planning process, and will incor por ate
organizational and staffing changes resulting from competitive
sour cing, expanded e-gover nment and other inititatives.

ACTION 1-2. In FY 2004, extend application of the wor kfor ce planning
methodology to other key occupational groups.

ACTION 1-3. In FY 2003, develop a cross-cutting succession planning process for

mission critical occupations and leader ship positionsto help resolve
gaps identified by the workfor ce planning methodology.
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& Expand the availability and use of statutory and regulatory flexibilities with a
specid emphass on resolving problems caused by lack of entry and mid-level hiring.

ACTION 1-4.

In FY 2003 and beyond, integr ate expanded use of incentives (e.g.,
bonuses and allowances) and flexibilities (e.g., excepted service,
buyout and early out authority) with budget and performance plans; in
FY 2002 and beyond, implement improvementsto DOE human

resour ces policies and practices (e.g., recruitment and classification
simplification); and seek statutory improvements as needed (e.g.,
pay-banding and/or skillsbased pay, on-the-spot hiring authority) for
critical positions.

& Asaure that work and decision-making processes are reengineered and streamlined

ACTION 1-5.

By close of FY 2002, study threeto five major DOE processes (e.g.,
dismantling a weapon, making a grant, remediating a Site) to
determineif reengineering and changesin how decisions are made
can contribute to delayering and a reduction in the number of
Supervisors.

& Utilize new performance gppraisa programs that provide gregter focus on achieving desired

outcomes

ACTION 1-6.

During FY 2003, cascade down a new Performance M anagement
System based on the SES modd (implemented in FY 2002) for all
DOE GS-15 and below manager s and supervisorsto allow for
meaningful distinctions among performers, provide greater focus on
achieving desired outcomes, create stronger linkages between
mission prioritiesand individual performance, reward leader ship, and
reward top performerswith top dollars.

& Measure progress toward improved human capital management

ACTION 1-7.

In FY 2002, establish performance measuresthat can beused in FY
2003-2007 to assess effectiveness of above actions and overall
progress achieved in improving human capital management.
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SECTION 4-2
INCREASE COMPETITIVE SOURCING

WhereWeWere

Throughout its higtory, DOE has relied on the private sector for conducting most of itsindustria or
commercia activities. Indeed, asignificant portion of DOE work has been contracted out to
industrial, academic, and nonprofit organizations, which manage and operate DOE owned plants,
laboratories and other facilities.

In FY 2000, approximately $18.5 billion of DOE’ s budget was obligated under contracts. In
comparison, the expenditure in FY 2000 for the DOE Federa |abor force was about $1.29 billion.
Since 1995, DOE has reduced its federd workforce by approximately 30 percent. In addition, DOE
has applied privatization concepts to move functions from government performance to performance by
the private sector. Examples are the Nationd Indtitute for Petroleum and Energy Research in
Bartlesville, OK, and the Elk Hills Nava Petroleum Reservein Cdifornia, both privatized in 1996.
Even so, OMB Circular A-76 has not been the driving force for DOE'’ s outsourcing philosophy, and
the last A-76 study conducted in the Department was completed in 1995.

In October 1998, the Federa Activities Inventory Reform (FAIR) Act of 1998, Public Law 105-
270, was signed into law. The FAIR Act requires al Federal agenciesto submit to OMB by the end
of June each year, aligt of activities performed by Federd employeesthat are not inherently
governmentd functions. The Year 2000 Inventory reflected 9,941 Full Time Equivaents (FTE)
performing commercid activities. For FY 2002 and FY 2003, the Administration has established
performance objectives for subjecting atotal of 15 percent of these FTE to the A-76 process.
Additiondly, OMB has directed agencies to improve the quaity of FAIR Act data.

WhereWeAre

In order to improve the qudity of the FAIR Act inventory in FY 2001, DOE has recently introduced
severa quality assurance and control processes to ensure more accurate inventory data. They
included the development and publication of a definitiona guide on function and reason codes and the
differences between inherently governmenta and commercia functions (improved OMB guidancein
this areawould be extremely beneficia); the use of dectronic data collection; the conduct of
workshops with inventory points of contact throughout the DOE complex to review the guide and to
provide an opportunity for questions and answers; and a higher level of review and approvd of the
inventory’s content by line management than in the past, with verifications as to the accuracy,
completeness and consistency of data signed by the head of each mgor organization. Additiondly,
controls were ingtituted to ensure that the new requirement to conduct A-76 reviews did not result in a
migrétion of FTE to the “inherently governmenta” category. An andyss of DOE's 2001 FAIR Act
as-yet unpublished inventory indicates that accuracy isimproving, but additional work needsto be
done.
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To help prepare for the accomplishment of FY 2002-2003 competitive sourcing goas, a consulting
firm was placed under contract to assst DOE in developing along-term strategy and to support the
application of A-76 procedures to targeted activities. A draft plan isin process and under review.
Initia contacts have been made with DOE Unions. Additiondly, atwo-day training course was
developed to provide training on the FAIR Act and the A-76 process. The prototype course was
delivered August 15 and 16, 2001. Subsequent classes will be held through October 2001 at various
Sites across the DOE complex.

Where We Are Going

To further improve the accuracy of the inventory data, the following actions are planned interndly or in
conjunction with OMB s&ff:

S Missing or incorrect information in the current inventory will be reviewed and corrected in
order to establish a basdline for future improvement actions.

S Theinventories will be andyzed to identify variances in coding and classification of FTE by
reason and function code.

S Changes to existing guidance and policy are necessary to enhance standardization throughout
DOE and improve inventory accuracy.

S Lead Program Secretaria Officer (LPSO), Headquarters Element, and field office inventory
coordinators and managers designated to gpprove inventories of subordinate officeswill be
trained on the changes to ensure improvementsin the Y ear 2002 and subsequent inventories.

S The current automated data collection tool will be modified to make it more "user friendly" and
accurate through the use of drop down menus and other enhancements.

S The corrected Y ear 2001 inventories will be incorporated into the new data collection tool to
provide a gtarting point for the Y ear 2002 inventories.

S Additiond time for review and correction will be scheduled for the Y ear 2002 inventories and
approva process because of the new policy, guidance, and data collection tool.

S To build asustaining A-76 program, aforma competitive sourcing office will be established.
Updated A-76 policy and guidance will be developed, and support provided to headquarters
activities and field organizations to effectively execute the A-76 program within the
Department.

S Effective training is critica to the successful accomplishment of current A-76 processes. In
addition to that aready developed, training on detailed ingtruction in conducting al
aspects of A-76 studies will be provided as needed throughout the process.

S DOE plans to enhance its web page on the FAIR Act inventory to incorporate A-76
information, and to establish an dectronic library of reference and resource materias.

Maintaining an effective A-76 program requires dedicated resources performing the studies and
overseeing the changes resulting from the studies. TheY ear 2002 requirement to study 5 percent of
digible FTE isnot in DOE's current budget and funding will need to be identified to establish the
program and meet the 2002 requirement. Adjustmentsto the Y ear 2003 and beyond budgets will
need to be made to ensure that the resources are available without negatively impacting misson
programs.
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DOE will also establish a system to track costs and savings associated with the A-76 program to meet
Congressond requirements. The Department of Defense has developed a Commercid Activities
Management Information System (CAMIS) that will be consdered for adaptation to meet DOE
requirements. CAMISisan A-76 life cycle cost management system where inputs are made at the
field level and reports are made to specified levels of management. Specific information may include
congressiond notification of intent to conduct competition, A-76 study progress, anticipated/actua
savings, and achievement of OMB mandates.

A-76 isasengtive subject because of the potentia effects on the workforce and mission
accomplishment. An effective communication strategy is critical for program success. The DOE
drategy will identify the approach DOE is taking to comply with A-76 requirements and explain why
the A-76 program is being initiated, the A-76 process, and potentia results. The objective of the
communications strategy is to establish two-way communications between DOE’ s leadership and the
work force, unions, customers, and stakeholders on all aspects of the program and its
accomplishment. Each individud A-76 study will have its own specific communications plan.

The Department has devel oped specific actions to ensure the FAIR Act process isimproved and
effectively implemented over FY 2003 through FY 2007. The following actions will ensure we get
there:

& Improvethe quaity of DOE FAIR Act data

ACTION 2-1. In FY 2003 and beyond, complete activities begun in FY 2002 to improve
the quality of data and information contained in the Department’s FAIR
Act inventory of commercial activities.

& Study commercid activitiesin FY 2003 and beyond to achieve the most effective baance between
a Federa and contractor workforce; and in the process, achieve a more streamlined organizational

structure.

ACTION 2-2. In FY 2002, identify functionsto be studied or direct conversionsto
meet the FY 2003 10 percent goal. In FY 2004 and beyond, develop
plans, as appropriate, based on OMB FAIR Act agency tar gets.

ACTION 2-3. In FY 2003 and beyond, continue providing A-76 and FAIR Act
inventory training, begun in FY 2002, for manager s and employees as
required to achieve the FY 2003 10 percent goal and FY 2004 to FY
2007 future goals.

ACTION 2-4. In FY 2003 and beyond, reassess contractor support requirementsto

support A-76 studies of identified functions.
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& Alignment with Workforce Restructuring Plans

ACTION 2-5. In FY 2003 and beyond, adjust wor kfor ce restructuring plans,
organizational structures, and resour ce allocationsto incor por ate
organizational and staffing changes and efficienciesincluding
delayering and reduction of managerial positionsresulting from
competitive sour cing.

-27-



U.S. Department of Energy 5-Year Workforce Restructuring Plan

SECTION 4-3
IMPROVE FINANCIAL MANAGEMENT PERFORMANCE

WhereWeWere

Financial M anagement Systems: To support accountability and improved decison-making, it is
critical that the Department’ s business managers receive comprehensive and reliable financid
information that can be displayed to meet specific management needs with little or no customized
computer programming. A modern, responsive financia management system is needed to aid
managers in meeting a growing workload with reduced resources and to help the Department continue
to recelve a clean audit opinion. The exiging financid management systems have been used by DOE
for dmost 20 years and are not capable of responding rapidly to new demands for financia
information from both internal and externa customers.

Current systems are using outdated technologies that are difficult and expengive to maintain.
Consequently, thereisincreasing risk of catastrophic technologica failure and continued difficulty in
recruiting and retaining staff with the current technologica skills to operate and modify those legecy
sysems. Asaresult, many DOE program offices and field Sites have developed their own auxiliary
and often interoperable financid information systems that generate inconsstent information and
necessitate additional reconciliation efforts.

The need to modernize DOE’ s financial management practicesis aso driven by actions externd to the
Department, including the passage of the Chief Financid Officers Act of 1990, the Government
Performance and Results Act of 1993, the Federa Financid Management Improvement Act of 1996,
the Clinger-Cohen Act of 1996, the issuance of OMB Circular A-127, and the requirements of the
Joint Financia Management Improvement Program.

To addressits financial management needs, the Department embarked on a proactive approach to
develop and implement a Sate-of-the-art business management information system. A Strategic
Information Management (SIM) review was conducted on the Department’ s core financid system
information and reporting functions (i.e., planning, budgeting, accounting, and fiscd sarvices). Asa
result, it was recommended that the Departmenta Integrated Standardized Core Accounting System
(DISCAS), Management Andysis Reporting System (MARS), Funds Digtribution System (FDS),
budget formulation systems, and other disparate financid systemsin program and field organizations
should be replaced with a single integrated system.  Detailed functiona and technica requirements
andyses and areview of the Department’ s account structure were initiated in FY 1999 for the
acquidition and implementation of new core financid and budget formulation systems focusing on the
use of commercid off-the-shelf (COTS) technologies to the maximum extent practicable.
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The Department’ s new architecture, the Business Management Information System (BMIS), has been
designed to serve as an integrated complex-wide bridge for DOE’ s business processes (planning,
budgeting, finance and accounting, procurement and financid assstance, human resources, asset
management, and logigtics). BMIS will enhance decision-making and ensure accountability viaan
expanded performance measurement structure. DOE’s BMIS Phoenix Project will adso foster the
Department’ s e-commerce efforts.  The first verson of the system includes generd ledger, accounts
payable, accounts receivable, and fixed assets modules.

In FY 2000, subgtantial progress on BMIS Phoenix was made with the completion of functiona and
technical requirements, the completion of an acquisition strategy, a communications plan, the
establishment of a project office and the award of a systems integration contract under GSA Schedule.

R&D Investment Criteria: Since enactment of GPRA, DOE has been working to develop
performance measures for Research and Development (R& D) activities to gauge the Department’ s
“Return on Investment.” In recent years, DOE has refined and better linked its measures to the DOE
drategic plan. Our god isto now focus these measures on performance outcomes. The President, in
his Management Reform Agenda, has charged the Department with improving its R& D investment
criteria, and to develop amode that can be employed throughout the Federal government.

R& D Cost-Sharing Policy: The Energy Policy Act establishes minimum cost sharing of 20 percent
for R&D projects and 50 percent for demonstration or commercia application projects and covers
nearly dl Fossl Energy (FE) and Energy Efficiency and Renewable Energy (EERE) programs. Cost
sharing can be waived based on DOE policy. Cogt sharing is prohibited for basic energy sciences
research and development under the Act, subject to certain exceptions. Current DOE policy
implementing these provisons of the Act are covered in Financid Assstance Letter 96-01.

FE and EERE have generdly included cost sharing requirements in solicitations. While the programs
have aggressively negotiated to maximize cost sharing and use as an award factor, it was not
necessarily the predominate decison-making eement.  For DOE cooperative agreements over $10
million, the aggregate cost share has been 49 percent.

Where We Are

Financial Management Systems: In FY 2001, significant progress has been achieved on the
design and implementation of the new BMIS Phoenix System. Three of the Sx IBM Enterprise
Resource Planning design and implementation methodology phases have been completed (selection,
planning, and focus). The project is now in the design phase, which stresses the development of gap
closng srategies. Additionally, project teams were formed and trained, and a BMIS project office
was established.
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Financial improvements at the Department have not been limited to BMIS. Examples of other
ongoing or completed financid improvement activitiesindude:

» Bonneville Power Adminigtration reviews its costs with each rate case to ensure Full Cost
Recovery.

* InFY 2002, the Chief Information Officer will complete an outsourcing study for the
Department’ s payroll system.

» The Assgant Secretary for Energy Efficiency and Renewable Energy developed a Strategic
Management System to increase the efficiency and effectiveness of busness management
functions of planning, budget formulation and execution, and program andysis and evauation.

R&D Investment Criteria: Today, DOE isworking to develop more meaningful quantitative
objectives and measures in its planning documents and as part of the agency’ s budget process. To
determine the extent to which measures have been achieved, milestone progressis formally reported
both mid-year and at end-of-year intervals. Programs with an R&D misson are making strides
toward improving their investment decision-making process. For example, EERE identifies potentia
program outputs (e.g. technology improvements) and associated market impacts, outcomes and
benefits. EERE has dso been working to better implement portfolio investment gpproachesin its
R& D sdections, including mapping programs to goa's and objectives, and the program continualy
consults with the National Academy of Science and others to improve its ability to assess past and
future programmeatic benefits. These activities are coordinated under EERE’ s Strategic Management
System which integrates planning, budgeting, budget execution and program evauation and andysis.

R& D Cost-Sharing Policy: The President’s Budget “Blueprint” states, “DOE’s gpplied R&D
programs frequently require industry cost sharing, but the requirements vary widdy from program to
program. Subsidies to industry average 50% and exemptions are common.” Although there are not
currently any systematic criteria gpplied to determine the appropriate minimum cost sharing levels, the
Department should push for more than the minimum leve.

Last year, amulti-program team examined the options for amore clearly defined cost-sharing policy
for R&D programs. The Office of Procurement and Assstance Management aso identified a draft
cost sharing proposal that would raise the assumed minimum cost sharing for applied research, short of
commercia gpplication, from 20 percent to 50 percent.

Where Are We Going

Financial Management Systems: The primary improvements in financia management at DOE will
be through BMIS. The strategy for BMIS implementation is based on a phased deployment strategy
to reduce risks by cdibrating the pace of change with available resources. Ultimatdly, the power
marketing adminigrations and the Federa Energy Regulatory Commission will be integrated for

external reporting purposes.
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BMIS Phoenix -- Planned Mgor Milestones

Mogt of the project effort in FY 2002 will be focused on completing the Design Phase, which includes
the gap closing strategies, and to complete the reports, conversion programs, and interfaces needed to
move forward with the first scheduled implementation of the Core Financia System. The Capitd
Accounting Center clugter, tentatively scheduled for the beginning of FY 2003, will be the first
implementation. The remaining service center clugters, Albuquerque and Oak Ridge, will follow in FY
2003 aong with the Headquarters consolidated reporting entity. Independent verification and
vaidation testing and end-user training is aso planned for FY 2002 through FY 2004.

The implementation of Budget Formulation is scheduled for FY 2004; however, arequirements
andysiswill beginin FY 2002, and the schedule may be accelerated. Other project activitiesin FY
2002 through FY 2004 will include close coordination with the Procurement modernization effort to
ensure maximum integration.

The full-range workforce restructuring impacts from implementing the new BMIS Phoenix System are
unknown at thistime. Key variables that determine the impacts are the number and scope of gap
closing strategies that require afull business process reengineering. It isimportant to note that many of
the adjustments from standardizing procedures and related work force restructuring occurred during
the accounting consolidation three years ago when the Department moved from 19 to 3 service
centers. The SIM Process completed in FY 1999 did not target job losses or reorganizations. Based
on information available today, we anticipate the following changes.

. Current gtaff will be empowered with more capable analytical and reporting tools for timely
and compreheng ve decision support.

. The shift to more automated work processes will enable Departmenta staff to manage the

increasing work load by better leveraging information technology.

New system will be more flexible, powerful and easier to learn and to use.

Time spent on redundant data entry will be diminated, freeing up staff for other activities.

Time spent on reconciliation from multiple data entry will be sgnificantly reduced.

Increased use of Department-wide standards will maximize training investments, support

interoperability, and help protect data integrity.

C More comprehensve and timely financia information for program and project managers to
make decisons.

OO OO

R&D Investment Criteria: Starting in FY 2001 and continuing through FY 2002, at the Direction
of the Secretary of Energy, a Strategic Review of Energy Efficiency and Renewable Energy’ s research
and development programs was launched. Theintent of thisreviewsisto compare program goasto
those contained in the Nationa Energy Policy; identify and fully understand the technical
accomplishments to date and projected future accomplishments; identify nationa benefits from EERE
R& D programs and project future benefits; and identify the methods used to carry out the R&D
programs and document the efficiency and appropriateness of those methods.
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DOE isworking with the Office of Management and Budget to develop performance criteriafor
certain applied research and development activities.  The Department’s Energy Efficiency and
Renewable Energy (EERE), Nuclear Energy (NE), and Foss| Energy (FE) programs will pilot this
initiative.

R& D Cogt-Sharing Policy: The Office of Management and Budget has proposed incorporating
policy guiddinesfor cost sharing in applied R& D as part of the effort to develop better R&D
investment criteria

ACTION 3-1. In FY 2003 and beyond, utilize BM|S asthe new standar dized,
efficiency and effectiveness financial management system to
support accountability and improved decison-making for timely
and comprehensive mission support. Theimproved data system
will reduce staffing required for syssem maintenance and will
provide enhanced data for better and faster decison making.

ACTION 3-2. In FY 2002 and beyond, EERE, FE, and NE will incor porate
performance criteriainto their planning and budgeting systems.
Thiswill help ensure the most effective allocation of resour ces.

ACTION 3-3. In FY 2002 and beyond, DOE will utilize a scorecard, jointly
developed with OM B, to assess the extent to which applied
R& D programs meet performance criteria. The scorecard will
addressthe Federal rolein a project, including an evaluation of
industry activity, theway a project is planned and managed, and
the program’s expected and achieved effectiveness.

ACTION 3-4. In FY 2002, DOE will assist OMB in its efforts to expand and
transfer investment criteriato applied R& D programsto other
Departmentsand agenciesfor usein formulating the
President’sFY 2004 budget. Thiswill highly leverage DOE’s
effortsin developing performance criteria, and provide for
effective utilization of R& D resour ces Gover nment-wide.

ACTION 3-5. In FY 2002, based on previous successes, DOE will begin to
develop and utilize separate investment criteriafor basic
research programsfor usein FY 2004. Thisaction will begin
the transfer lessons learned with applied research and
development in EERE, FE and NE to the basic research
programsin the DOE Science and Technology BusinessLine.
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ACTION 3-6.

In FY 2003, the Department will consult with OMB and
determine the best approach for establishing cost-sharing policy
for applied R& D projects and will take appropriate stepsto
implement the new policy as quickly aspossible. Expanded
cost sharing will significantly increase the effectiveness of
DOE’ s applied research resour ces.
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SECTION 4-4
EXPANDING ELECTRONIC GOVERNMENT

The Department continues to invest resources toward expansion of eectronic tools for use by
managers and employees in operations, business systems and sound decison-making strategies.
Work in the following areas continue to enhance the ability of the Department to better utilize its staff
resources by automating internal processes.  Sound technology investments aso dlows DOE to
reduce costs, share information more quickly within the Department, and with DOE  contractors and
external stakeholders.

The DOE Chief Information Officer (CIO) will incorporate the gods of the President’ s management
and performance plan to provide “one-stop” shopping for dl stakeholders, diminate redundanciesin
business reporting requirements and reduce administrative costs by using e-business best practices for
adminigtrative processes and services.

The following are three main areas of focus for the Department over the next five years

CENTRALIZING INFORMATION TECHNOLOGY OPERATIONS
WhereWeWere

The Department of Energy (DOE) makes an annua investment of over $1 hillion in information
technology (IT) systems and services in order to support its misson responsibilities. Despite the
cregtion of a Chief Information Officer post a DOE, the Department has managed information
technology services in a decentralized manner through its program staff offices. Each office
independently budgets, procures, ingalls and supports I T in order to accomplish their respective core
functions.

This decentralized approach has dlowed each office to customize IT investments to support their
missions and Federal and contractor workforce. This has led to a Department-wide I T infrastructure
that is. more resource intensve than necessary; fails to harness its significant purchasing power in
negotiating contracts, and, supports overlapping and duplicative projects and investments in multiple
hardware and software platforms.

WhereWeAre
The new management team at DOE has decided to centraize common IT functions within the DOE
Headquarters under the CIO. Thisaction will result in: significant management and cost efficiencies

centralized planning; streamlined decision-making; and, enabling the Department to reduce costs while
providing an equa level of serviceto al employees.
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Where We Are Going

This process of centraizing IT support will lead to asignificant restructuring of IT staff and resources
within the DOE. Whether the IT staff in program offices are moved into the ClO or whether they
support the ClO through delegation of authority through their respective program offices, the overal
DOE IT workforce assigned to support common I T functions will be reduced as part of the
centraization effort.

Additiondly, the movement to a centrdized IT management will bring about many of gods cdled for
by Presdent Bush and the E-government team at OMB including:

v Sgnificantly smplify processes and bridge idands of automation within the Department.

v Encourage common standards and interoperability requirements throughout the DOE.

v Centraized approach will speed up the CIO’s projects to install a common Public Key
Infrastructure throughout the Department.

v" Increase access for persons with disabilities.

The Department has devel oped specific actions to ensure the President’ sinitiative to expand eectronic
government isimproved and effectively implemented over FY 2003 through FY 2007. The following
actions will ensure we get there:

o Improving IT operations through centrdization

ACTION 4-1. Study the consolidation of Headquarter sinfor mation technology
support activities (help desks, network servers, e-mail messaging,
web-hosting services, mainframe computer services, cyber-security
services) and I T support staff in FY 2002. Thiswill identify
management efficiencies and cost reduction opportunities, and reduce
the number of separate contracts and staffing requirements.

ACTION 4-2. InFY 2003, establish enterprise licenses (best deal) for all common
desktop applications (softwar ehar dwar e) for efficiencies of scale
which will yield cost savings and add consistency for desktop
applications throughout the Department.

ACTION 4-3. In FY 2003, implement a Depar tment-wide infor mation technology
support contract to realize cost reductions and standar dization of
improvements. Thiswill assist in redeployment of personnel to other
electronic government priorities potentially reducing overall staff
requirements, including unnecessary managerial and oversight
positions.
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BUSINESSSYSTEMSMODERNIZATION
WhereWeWere

Providing rdigble IT to support the use and growth of automated business capabilities across the
Department is an ever-increasing chalenge. The past two decades saw atrangition in DOE from a
centralized hub and spoke Mainframe-based systems to distributed client/server network environments.
Thistrangtion resulted in decentraized ownership of IT resources leading to inefficiencies in the use of
corporate information and resources.

While employee accessto I T increased, the transition created greater inefficiencies in deploying,
sugtaining, and managing these technologies. These difficulties extended to issues such as

Acquistion.

Security.

Quadlity assurance.

Integration of older corporate, or legacy, systems.

Deployment of distributed networks increased investmentsin our IT workforce skillsbase asa
means of sustaining digtributed IT systems and capabilities. Thisbaseisamix of Federd
employees supplemented by contracted service providers.

Ownership of integration projects, as well as the introduction of new business systems, has
been the respongbility of the owning organization or program. Staffing and funding these
projects was usualy accomplished within their budgets or through pooled funding. Project
gods and objectives were generdly biased towards programmiatic, rather than corporate
requirements.

AN NI NI NN

<

This bias began to change as aresult of the creation of the Information Technology Management
Reform Act of 1996, referred to as the Clinger-Cohen Act. The Act ensures planning and investment
controls; the gpplication of performance metrics, the use of results-based management methodol ogies;
and, it established Departmental ClO’s as the responsible I T agents.

WhereWe Are

Introduction of the Clinger-Cohen Act requirements has dowly resulted in incrementa improvementsin
processes used to ensure that corporate and enterprise systems requirements are satisfied. Within
DOE, IT effortsincreasingly incorporate the principles of information architecture, sandards, capita
planning, and collaboration as aresult of facilitated efforts by the CIO.

To ensure misson-critica and misson-essential needs are met, the CIO champions efforts to improve
IT investment, development, deployment, and funding. Examples include:
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v Strategic Information Management Collaborative Business Case Program (SIM), afacilitated
decision management process, that focuses on identifying and improving the business processes
and performance factors inherent in syslems modernization.

v’ Corporate Management Information Program (CMIP) is a Departmenta investment fund to
support replacement or enhancement of outdated legacy systems. CMIP isfunding 11 projects
including modernization of the Department’ s Procurement systems.

v’ Corporate Human Resources Information System (CHRIS) alows employeesto view and, in
some ingtances, update payroll and personnd information in redl-time on aweb-based system.
It provides access to human resource policies and Federal Regulations. Employees can obtain,
complete, and submit pertinent forms on-line. Additiondly, employees can obtain job
information or contact Human Resources offices throughout the DOE complex.

These programs and systems require efficient use of scarce IT dallars rather than continued investment
in sugaining inefficient or cogtly legecy sysems. Using the underlying technologies of the World Wide
Web (Web), these systerns maximize access, reduce implementation costs, and diminate duplicative
systems.

Where We Are Going

Modernization and deployment of new or enhanced business systems will provide efficiencies and
advantages based on the quality of processes, management, and stewardship of these efforts. The
evolution of digtributed computing within the Department is a a point that future activities will require
refined program and corporate requirements using business processes that drive focused efforts - such
asthe SIM process.

Deveoping and applying these processes will require centraization of some leadership rolesto ensure
common goas and objectives within DOE's IT community. The goas and objectives will dso include
extending some automated capabilities beyond internal use as ameans of providing public services
eectronicdly.

Providing services to these audiences while il serving our mission objectives will be an evolving effort
and rely on the innovative efforts of our IT workforce.

Devedopmenta efforts will incorporate the needs of externd audiences, including business communities;
education and R&D ingtitutions; other government entities and stakeholders; and, average citizenswho
increasingly rely on networked activities.

0 Accderate corporate business system modernization efforts
ACTION 4-4. InFY 2002, develop computer interoperability standar dsthroughout the
Department to decrease the processing time for data transactions and

increase management efficiencies. | mplement these standards by FY 2003.
Beyond FY 2003, modify standards as new information is developed in the
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fied. Increased interoperability will speed information flow throughout the
Department and will result in tangible reductionsin staffing.

ACTION 4-5. Implement digital Signature capability for five corporate sysemsin FY
2003. Continueto implement digital signature capability for at least 10
per cent of the remaining systems per year. This process efficiency will
yield cost savings and streamline decision-making by reducing paperwork
and processing time. The cost savings will compound each year as
management efficiency goals are met.

INFORMATION CONTENT MANAGEMENT FOR INFORMED DECISION-MAKING

WhereWeWee

To makeinformed decisions, the Department of Energy’ s managers, staff, and researchers need a
variety of information resources, ranging from administrative matters such as directives and technica
standards to cutting edge scientific and technica information. Historicaly, the DOE has been burdened
with the lack of accessto current and religble information. Not unlike other government agencies,
information was digoersed among avariety of repositories including:

v’ Corporate databases.
v Program-specific information databases.
v' Other systems with various degrees of automation.

Not only did users of information have to know which systems to use to get to needed information, but
they aso had to ded with timelags. The Department was not focused on coordinating the processes
throughout the DOE complex to ensure the accuracy and reliability of data. Efficiency, effectiveness,
and accountability as aresult suffered.

WhereWeAre

The Department has achieved a degree of success in developing and managing information systems that
enable managers, program directors, and researchers to make informed decisons, thus improving their
effectiveness. While thereis ill much work to be done, the process of developing both the systems
and the procedures for managing and populating the systems, has been successful.  Examples include:

v' DOE Directives System. Through this éectronic system, Departmenta requirements and
guidance are now reviewed and formalized through a web based system. This new system
enables a smoother and more informed concurrence process, as well as, a more streamlined
method for locating and consulting directives and guidance.

v Digributed searching capabilitiesfor many of the Department’s key scientific and
technical information systems. Such distributed searching functionaity enables researchers
and their leaders to access timely scientific and technica information without needing to know
of al the multiple databases of information at various |locations throughout the DOE complex.
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WhereWe Are Going

DOE is now poised to take an even greater leadership role in the advancement of e-government to
support its workforce, customers and partners. The goal isincrease access to corporate,
adminigrative, and scientific and technica information, and other resources, and tools available via
collaborations with other agencies and the private sector. Such an effort, which would be enhanced by
some digitization of legacy callections, will lead to the provision of an extensve Web-based dectronic
information infrastructure readily accessible to DOE managers, staff, and researchers, and, as
appropriate, to the broader customers in the research and education communities and science-attentive
dtizens Examples of future activity may include:

v A cradle-to-grave R& D tracking system (Portfolio Management Environment) to permit
highlights of the DOE R& D portfolio and dlow for grester accountability by tracking
deliverables againgt gods.

v Expanded internet-based collaborations with other science agencies so each agency can take
full advantage of the information sources of each other. Efforts will be focused on providing
additiond tools and functiondlity’s, such as:

Extengble Markup Language (XML) for data tagging.

Open Archive Initiative (OAL).

Dublin Core (DC) to optimize interoperability and to facilitate the use of
knowledge in red-world settings.

v" Work to bridge the gap between information technology R& D and its deployment in actua
government information infrastructures.

é Improve information content management for informed decison making.

ACTION 4-6  Automateall major public information collections (web-based) in
FY 2003. Thiswill show a cost savings by diminating duplicate and
redundant collections and forms, bring one stop shopping to citizens and
stakeholders, and reduce thetime it takesto get information and make
decisions.

ACTION 4-7. Expand the selection of tools for internet-based collaborations and make
decisonswith other science agencies. Work will begin in FY 2003 to
determine the best method and technology to support thisgoal. Thiswill
allow the Department to take advantage of the knowledge base of each
science agency and realize the efficiencies that they have obtained
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SECTION 4-5
BUDGET AND PERFORMANCE INTEGRATION

WhereWeWere

With an am toward making government more results oriented, many initiatives in performance-
based management began in 1993 with the passage of the Government Performance and Results
Act (GPRA) and a government-wide performance review. The report from the review
recommended devel oping and using measurable objectives for new programs, clarifying the
objectives of existing Federd programs, and developing a written agreement between the President
and the heads of departments and agencies. That year, DOE launched its results-oriented
management gpproach by initiating the Department’ s first ever srategic plan which was published in
April 1994 to document DOE’ s business lines, to articulate agency goas and objectives, shape
future budgets, and guide program execution. DOE was the 7" agency to execute a Performance
Agreement with the President. A system was devel oped to track and report progress, and annua
performance planning and reporting had begun; however, it was not related to or integrated with the
budget process.

In 1996, DOE devel oped a systems gpproach to management — the “ Strategic Management
System” —which provided akey tool used to clarify, detail, and document the interrelated strategic
planning, budgeting, budget execution, and program evauation processes throughout the
Department.

The GPRA requirement for a drategic plan in FY 1997 dlowed DOE to gpply experience it
ganed with itsfirg srategic plan, severd rounds of developing performance agreements with the
President, and its experience with accounting for its performance and funding required by the
Government Management and Results Act of 1994.

In FY 1997, the preparation of the FY 1998 budget included the firgt effort to integrate
performance planning with the budget. Prior performance agreements had been prepared &fter the
Department’ s budget was appropriated by Congress. Planning performance with the budget meant
projecting performance in terms of measurable goas and objectives with the proposed funding
request.

Beginning with FY 1998, the year before it was required by GPRA, the Department integrated
performance planning with the budget in the Budget Highlights document. The FY 1999 annud
performance plan was the firgt required under GPRA. It too was published with the Budget
Highlights, but was presented in a separate section modeled after the agreements. The plan dso
had tables that identified al the objectives each budgeted program’ s results would support.
However, due to overlapping purposes of the programs and products, it was not possibleto tie
budget requests with the goals and objectives of the strategic plan more closdy than a the business
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line - avery high levdl of aggregetion. Further, the budget development process did not clearly
factor expected performance when deciding funding requests for programs.

The FY 2000 annua performance plan improved the aignment between the proposed performance
plans and the requested budget by publishing the performance commitments of the performance
plan in the budget judtifications.

With the experience of one complete cycle of the Strategic Management System under the
requirements of GPRA, in April of 2000, the Department adopted a policy of performance-based
management to “plan for, manage evaluate, and reward organizational, employee, and contractor
performance; improve the ddivery of products and services, facilitate communications with
customers and stakehol ders; encourage employees and contractors to achieve excellence, and to
guide decison-making.” It dso provided guiding principles for the gpplication of performance-
based management at the Department.

GAO noted that the FY 2000 plan was “moderately improved” over the FY 1999 plan and cited
its linkage of resources to performance gods as a strength. DOE made further improvements to the
aignment by organizing performance around the budget accounts to closely match the budget
dructure. The revisons made to the FY 2001 performance targets after the FY 2001 budget was
enacted would be the reference point for preparing the find fiscal year performance report.

WhereWe Are

DOE has made significant progress toward addressing the new Presidentid Management Reform
Initiative to better integrate performance and the budget. At any given moment, DOE isworking on
four fiscd years: evauating activities for the most recent year, executing the current year’ s budget
and performance plan, budgeting for the next year, and grategic planning for the one after that.
Although the budget cycle is dtill an annua cycle, the addition of planning prior to developing a
budget and adding evauation after the budget’ s execution extends the overall process. The four
phases of planning, budgeting, budget execution, and evauation are parts of a continuing cycle
integrating performance and budget with good management techniques. During the past severa
years, the judtification of programs within the budget has become more performance-based.

In the area of integrating performance and the budget, the key accomplishment of the Department
over the past severd years has been the culture change toward planning for results, measuring
againg plans, and holding DOE managers accountable. \We have had five years of establishing and
tracking performance agreements and our managers know that performance targets for the budget
are now expected. We have aso been including performance with accounting information in the
accountability reportsfor five years.
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Where AreWe Going

This year the Department is more closdly integrating budget and performance. Although internd
budget decisions were not made this year with explicit consideration of the performance to be
delivered for the proposed budget, in the presentation of our FY 2003 budget to OMB, we are
incorporating changes to demongtrate how each program’s annua performance targets contribute
to the Department’ s Strategic objectives and goals.

Performance will be the judtification for program budgets. Program budgets will be clearly linked to
drategic objectives and respective business line goas. Accountability has been improved by having
one program budget account support only one strategic objective. We believe thiswill better dign
organizations with budgets and performance.

The workforce restructuring implications of clearer dignment of performance and budget are
severd. Firg, the human capita necessary to deliver the specified performance can be evaluated
for efficiency and effectiveness. This has not been possible in the past because the structures had
not been aligned. Second, it provides ameasure for linking rewards to organizationa and individua
employee performance. Lagtly, it promotes better service by fostering more competition in
outsourcing based on full cogting of resources.

For many years the Department of Defense (DOD) has utilized a Planning, Programming, and
Budgeting System (PPBS) as a performance-based management system for dlocation of its
resources. During FY 2002, the Department of Energy will evaluate this system to determine its
gpplicability to our programs and determine whether the DOD system can be modified for
gpplication to DOE.

ACTION 5-1. InFY 2003 and beyond, DOE will make internal budget decisions based
on an analysis of program plansand performanceresults. The
information derived from performance measurement and reporting will
be used in evaluating programs and organizations. The new Office of
Management, Budget and Evaluation will lead thiseffort to ensure that
the Department’s budgetary resour ces ar e applied to programs and
projectsthat arein line with DOE’s mission and goals. The OMBE wiill
issue implementation guidance to achieve this goal with the FY 2004
budget call.

ACTION 5-2. InFY 2003 and beyond, DOE will implement perfor mance-based
management at all levels of DOE, from manager sto front-line employees
and contractors. Employee performance standards and perfor mance-
based contractswill support organizational goals derived from strategic
planning. M anager s, employees and contractor s will be accountable for
their expected performance and rewar ded based on how well they
performed against those expectations. Thisdiscipline will make DOE an
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ACTION 5-3.

employer of choicefor competent and hard-working employees. DOE
will ingtitutionalize this accountability through a revison of the SES
performance system (FY 2002) and General Schedule performance
systems beginning in FY 2003.

In FY 2002, the Department will assess the applicability of a
complex-wide Planning, Programming, and Budgeting System (PPBS) to
improve the decison making processfor planning and budget
development. By bridging the planning and budget development by a
“programming” phase, the organizationswill be better equipped to
establish clear workforce needs. Based on the assessment in FY 2002,
the Department will develop a strategy for itsimplementation in FY
2003.
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SECTION 4-6
PROJECT MANAGEMENT

WhereWeWere

Project Management Program: DOE's congtruction and environmenta remediation projects
have long been plagued by cost overruns and schedule delays. Independent studies in the early
1990s indicated DOE projects took longer and cost about 50 percent more to complete than
comparable projects at other federal agencies or in the private sector.

Prior to the1990s, the Department followed a gtrict and comprehensive set of rules and guidelines
for its project management activities. In the mid-1990s, the Department implemented aless
prescriptive project management philosophy. Detailed procedures were eliminated and replaced
with generd guidance on project management. The Department relied less on federd managers
and more on contractors to perform its project management and technica engineering management
responsbilities. DOE's Office of Fidd Management utilized 25 federa employeesto ensure the
implementation of the Department’ s project management processes.

The Genera Accounting Office’'s 1996 report on the outcome of 80 DOE magjor projects initiated
between 1980 and 1996 found that only 15 projects had been completed — many were
sgnificantly over budget and behind schedule — and another 31 had been terminated prior to
completion. Four mgjor causes were identified:

. Poorly designed contractor incentives.

. Insufficiently skilled DOE project managers.
. Poorly defined or changing project missons.
. Incrementa project funding.

In 1997, Congress directed DOE to contract with the National Research Council (NRC) to study
DOE' s project management. In itsfirst report, NRC recommended that external independent
reviews (EIRs) of DOE projects be undertaken and associated guidelines established. The NRC's
July 1999 report, “Improving Project Management in the Department of Energy,” became a
beacon for revising DOE' s project management regime.

The FY 2000 Energy and Water Development Appropriations Act subsequently eliminated the
Office of Fiddd Management. The Office of Engineering and Construction Management (OECM)
was created within the Office of the Chief Financid Officer (now the Office of

Management, Budget and Evaluation (OMBE)) in November 1999 with an authorized staff of 10.
The misson of OECM isto:

. Drive vaue-added change in the Department’ s project management systems.
. Provide corporate processes for and oversight of the Department’ s capita projects.
. Advise and support the Department’ s project management staff.
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Project Management Workforce: The Nationa Research Council’s (NRC) July 1999 report
aso concluded that DOE’s lack of a career development program for its Federal program and
project managers led to poor project execution. NRC recommended the creation of “criteriaand
standards for selecting and assigning project managers’ and that “DOE should require that all
project managers be trained and certified.”

WhereWe Are

Project Management Program: The Department implemented DOE Order 413.3, Program
and Project Management for the Acquisition of Capital Assetson October 13, 2000. The
Order replaced the previous Life Cycle Asset Management (LCAM) directive that had provided
generd project management guidance, with a set of more specific requirements. DOE Order
413.3, designates the Deputy Secretary as the Secretarial Acquisition Executive responsible for
edtablishing acquisition policy. The Order strengthens line management accountability for project
management results by requiring: Designated Acquisition Executives (AE) to render Critical
Decisions during specific phases of a project (as required by OMB for dl federd agencies); the AE
to conduct regular project performance reviews, Independent Reviews to be conducted during
specific phases of a project; the creation of Lead Program Secretarial Office Project Management
Support Organizations (LPM SO); and greater contractor accountability and a re-emphasis on the
federa role in overseeing and managing the contractors. The Order a0 requires.

. Use of Integrated Project Teams led by Federal Program and Project Managers.

. Improvements in acquisition planning and contracting.
. Criteriato be met before aproject can be funded.
. Better basdlines after the completion of a Preliminary Design.

. Establishment of a Project Engineering and Design (PED) funding line to develop the
project design, cost and schedule by each Program Secretarid Office.

. Implementation of an Earned Vadue Management System (EVMS) on dl projectswith a
totd project cost greater than $20 million. EVMS isthe industry standard management tool
to assist project managers in monitoring a project’s cost and schedule metrics.

. Cregtion of a Chief Operating Officer’s Watch List to monitor projects with
cost/schedule/technical variances which threaten the project’ s success.
. Use of a project management tracking and control system.

. Establishment of a Project Manager Career Devel opment Program(PMCDP).

Concurrent with the release of the Order, adraft Project Management Manua and a separate draft
Practices Guide wereissued for use by the Department. The draft Manua and Practices Guide
provide guidance on procedures, models, toals, techniques, and standards to be used by project
managers.

-45-



U.S. Department of Energy 5-Year Workforce Restructuring Plan

While most other federd agencies with a capital asset acquisition businessline, such asthe U.S.
Army Corps of Engineers (USACE) and the Nava Facilities Engineering Command (NAVFAC),
have thar project managers consolidated in a Single project management organization within their
field offices, DOE stes generdly digtribute project managers throughout their programmetic
stovepipes.

Additiondly, DOE continuesto rely heavily on contractors to perform project management duties.
The Department has approximately 113 Federd project managers for a$1.1 billion annua capita
asset acquisition program.  In comparison, USACE has approximately 400 Federa project
managers for its $1.8 billion annua Army Civil Works planning, design and congtruction program.

On January 17, 2001, the National Research Council issued aletter report to the Secretary with
ther initid assessment of the direction the Department has taken with project management
improvements. The NRC stated that “... notable steps [had been made] in the right direction and
[were] indicative of greater interest and involvement [by DOE management].” NRC's letter added
that “DOE’ s changes were positive but only the starting point for a problem with no quick fixes.”

Project Management Workforce: A Benchmarking Study on Project Management Career
Development best practices has been completed. The roles and responsbilities of DOE project
managers have been defined, as have the critical knowledge and skills required to be a DOE
project manager. A gap analysisis currently underway to determine the gap between the required
knowledge and skills for DOE project managers and the actual skillsthey currently possess.

OECM is designing and implementing a Project Management Career Development Program
(PMCDP) for DOE Federd project managers. The development of the PMCDP isin direct
response to the NRC recommendations. The goa of this two-year developmenta program isto
create a mechanism by which DOE can develop a cadre of trained and certified project managers.
Certified Federd project managers would be assigned to successfully ddliver projects on time,
within budget, and meseting al technicd requirements. FY 2001 funding in the amount of $1.4
million was gppropriated for the PMCDP, and funding for FY 2002 is planned at the same levd.
Development of the PMCDP commenced in January 2001 and will continue through December
2002. A Task Force has been formed to develop and monitor the PMCDP.

WhereWe Are Going

Project Management Program: The Project Management Manua and Practices Guide will be
findized in early FY 2002 and the review of the Order will be initiated. DOE Order 413.3 will
undergo aformal sunset review -- areview to determine if changes are needed -- in FY 2002.

The Project Analysis and Reporting System (PARS), developed by OECM, was launched in late
FY 2001 and will become the sole source of project datafor the Department. Project reviews
conducted by the Deputy Secretary and the Office of Management, Budget and Evauation will
utilize the PARS database.

-46-



U.S. Department of Energy 5-Year Workforce Restructuring Plan

The EIR process has been streamlined to improve the quality and timeliness of the reviews. The
Project Review Management System (PRMS) developed by OECM will be used to plan, manage,
document and track the Corrective Action Plans of the EIRs. The PRMSwill be used for al EIRs
garting in FY 2002.

The FY 2002 budget request required that PED funds be appropriated as a mandatory measure
before the Department’ s programs were able to begin any new Preliminary Designs. Additionaly,
aproject's performance baseline must be vaidated by OECM after completion of an EIR on the
project’s design and engineering documents, generally after completion of the Preliminary Design.
Starting with the FY 2003 budget request, program offices may not submit a budget request to
initiate the congtruction of a project without the gpprova by the AE of the validated performance
basdine.

Project Management Workforce: DOE will complete the design of the PMCDP in December
2002. This program will include formd certification of al DOE project managers into one of five
levels of project management capability. The levels of certification will correlate to project manager
positions for projects of different Szes and complexity. The certification program will comprise
extensve training and experience requirements and will likely require both externd and internd
certification. New courses will be developed and off-the-shelf courses will be utilized from other
Federa agencies such as Nationa Aeronautics and Space Adminigtration, the Federd Aviation
Adminigration, and the Defense Acquigition University.

DOE will track and manage its project managers as acritical resource. An incentive/retention
system is envisoned to ensure that DOE can retain the personnd required for this core
competency. A “corporate’ system for formally assigning DOE project managers to projects will
aso be established.

Project management training courses provided by the current DOE training contractor are
undergoing areview to determine their adequacy to support the new requirements of the DOE
Order 413.3. The curriculum must integrate subjects such as the Earned Vaue Management
System, Pre-project Planning, Integrated Project Teams, and Risk Analysis. In addition, the
information obtained from the gap analysis will be used to formulate the requirements for the DOE-
wide project management training contract that is scheduled for renewd in FY 2003.

& Workforce restructuring and management efficiency impact

ACTION 6-1. InFY 2003, implement the Department’s Project Management Car eer
Development Program and by close of FY 2007, ensure 95 per cent of
project management professionals are certified to the level required for

their grade.

& Improved project management
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ACTION 6-2.In FY 2003 and beyond, develop measur esto gauge the success of the
Department’s Project Management Program, offer awards and retention
bonusesto top performers, and review alter native staffing alignment
optionsincluding greater use of inter-disciplinary project management
teams and the detailing of seasoned project mangers acrossfield elements.
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SECTION 4-7
CONTRACT MANAGEMENT

Since 1994, DOE has engaged in an extensve effort to improve contract management. The effort
is multi-faceted, ranging from process re-engineering to an overhaul of the Department’s mgjor Ste
and facility management contracts.  Of key importance to this Workforce Restructuring Plan are
those efforts relating to improving the workforce performing contract administration and holding
managers more accountable for results. All initiatives are linked to procurement’ s Balanced
Scorecard System of Performance Management, which DOE pioneered for the Federa
procurement community.

WhereWeWere

Competition: Prior to the contract reform inititive, the Federd Acquisition Regulation and the
Department’ s policy concerning competition presumed that a management and operating (M& O)
contract would be noncompetitively extended unless the Government would redlize an advantage
from competing the contract. Asaresult, the Department and its predecessor agencies conducted
very few competitions for the management and operating contracts over its 40 year history. For
example, in the 10 years between 1984 and 1994, there were only 3 competitions.

Use of Performance-Based Contracting: DOE's approach to mgjor site and facility
management contracting relied heavily on cost rembursement structures involving ill-defined
gatements of performance expectations,; served to limit competition; and lacked meaningful
incentives for motivating contractors to higher levels of performance. Fixed-fee provisons were
frequently used. Prior to 1994, performance objectives for DOE's mgor Site and facility
management contracts were typically developed by the fidd offices, with little or no direct
involvement of Headquarters program and business management officids. Smilarly, DOE
higtoricaly contracted for non-dite and facility management services by using broad work
satements and specifying a leve-of-effort to be provided rather than results to be achieved.

Contract Adminigration: In past years, the Department’s own internal reviews, aswell as
reviews conducted by the DOE Ingpector Generd and the Generd Accounting Office, highlighted
issues relating to the Department’ s administration of contracts. Reports demonstrated a need for
the Department to: improve the skills of the people performing contractor performance vaidetion;
develop and maintain systems that adequatdly track technica and cost basdlines; clarify rolesand
responsibilities of key individuas associated with the development and adminigtration of
performance objectives and incentives, develop improved policies and guidance relating to
performance objectives and incentives; and indtitutionalize contract administration “best” practices.
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Workforce Restructuring Implications: In 1998, the DOE Procurement Executive performed a
demographic study as a result of concerns that four years of downsizing had created potentia short-
and long-term problems regarding the ability of the workforce to meet future needs. The study
confirmed the need to develop programs to address workforce management issues such as.
recruitment; retention; successon planning; and new skill development to meet the rgpidly changing
procurement environment. A strategic plan was developed to address the issues raised by the
study, and a program instituted for career development of procurement as well as related
acquisition personnedl. Phase | of the Department’s Acquisition Career Development Program was
implemented in May 1998. It established three levels of certification for acquisition professonasin
grades GS-5 through GS-15. Thelevels of certification are linked to successful completion of
gpecific course work (e.g., Cost and Price Analysis, Contract Law, Contract Management for
Supervisors). Over 85 percent of the Department's acquisition workforce has been certified to the
level required for their grade within atwo-year period againg the same standards st for the
Department of Defense acquisition workforce.

Phase |l of the program was implemented in March 2000. It established a structured program
which provides for educational and experientia opportunities to develop future leaders of the
acquisition workforce, including (1) the DOE Masgters Program, which provides course work in
acquigtion-related areas, commercid contracting, electronic commerce, project and financia
management, and a rotationd assgnment with industry to learn business management in the priveate
sector, and (2) the DOE Top XX Program, which is designed to develop leadership competencies
through atendance at aleadership inditute; a developmenta assgnment as Acting Deputy Director
at Headquarters, and arotationa assignment with industry to observe world class leadership.

Utilizing agreements with private sector companies to support DOE' s exchange program, including
Citigroup, Alcoa, Procter & Gamble, Deere & Company, Sears Logistics Group, Southern
Company, Oracle, and Cisco, five acquisition professionas have been sdlected for the leadership
programs, two have completed their rotations with industry and three are scheduled to begin their
rotetion in thefal of 2001. The Department will continue to place acquisition professonasin
rotational |eadership assgnments through FY 2007.

In addition to the accomplishments under the Acquisition Career Development Program, succession
planning programs are underway which have placed numerous acquisition professonalsin 60-90-
day developmenta assgnmentsto servein full capacity senior management positions, including the
Department's Procurement Executive.

WhereWe Are

Competition. There are currently 37 mgor steffacility management contracts within the
Department, 26 of which are management and operating contracts. Of these 37 contracts, 26 have
been competed. In 1994, there were 52 mgjor site and facility management contracts using the
M&O form. Of these, only 3 had been competed in the previous 10 years. The Department also
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established a policy in which competition became the norm for management and operating
contracts, rather than the prior default position of indefinite extensgons on a noncompetitive basis.
DOE has taken aggressve action to implement the new policy. The Procurement Executive serves
as the advocate for competing management and operating contracts, and the Secretary must
approve any noncompetitive award or extension of mgjor contracts at DOE sites and facilities. In
addition to the high degree of competition associated with mgjor facility management contracts,
DOE has dso emphasized competition in its other contracts. In FY 2000 over 92 percent of new,
non-management and operating contracts were comptitive - the highest rate in DOE history.

Use of Performance Based Contracting. 100 percent of DOE's mgjor Site and facility
management contracts use performance-based techniques in defining contractor requirements,
evauating contractor performance, and linking financid incentives to results. The Department has
successtully indtituted the use of specific performance objectives that focus on results in mission
critica areas of performance. Performance objectives are tailored to the nature of the work being
performed, and consist of both objective and subjective gods and measures. Objectives are
developed with corporate involvement of the needed disciplines - program, procurement, finance,
safety and hedlth - from both Headquarters and the cognizant Field Office.

DOE has established a performance management program which ensures that contractor fees are
appropriately tied to performance objectives (fixed-fees are virtualy non-existent); ties bonuses for
key managers to the achievement of performance objectives, requires that contract performance
objectives be formaly linked to DOE's strategic plan; ensures high-level program participation in
establishing performance measures, holds Federd executives accountable for effective contractor
management; requires Secretarid review of past award fees, performance history, and criterion for
the subsequent award fee determinations for mgor site and facility management contractors, and
requires briefing of high level management officials on contractor performance assessments.

The Office of Procurement and Assistance Management (OPAM) sponsors an ongoing series of
workshops focused on the development of appropriate performance objectives and incentives for
magjor facility management contracts. OPAM has devel oped a guide on performance-based
gatements of work and has established a"hands-on" training program for non-site and facility
management services contracts. This program congists of 1-2 day workshops which are facilitated
by a subject matter expert, involving both contracting and program personndl.

Contract Adminisgtration. Numerous changesin Headquarters and field practices, particularly
those involving program roles have been made as part of DOE’ s Contract Reform Initiative,
Management and operating contract regulations have been completely overhauled and contract
terms and conditions standardized throughout the DOE complex. Further, the Office of
Procurement and A ssistance Management reorganized to more effectively address both pre-award
and post-award contract adminigtration issues. A new Contract Administration Division has been
formed to provide general management direction consultation and guidance on contract
adminigtration and to aggressively seek out and resolve contract administration issues.
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Additiondly, in order to improve the way the Department administers and manages its contracts, a
multi-disciplinary team representing both Field and headquarters offices was formed to andyze
issues and to issue guidance on proper contract adminigtration. The efforts of that team resulted in
the issuance of a*“Reference Book for Contract Adminigtrators.” For the first time in DOE history,
this document identifies al aspects of mgor Ste and facility management contract administration,
provides guidance on accomplishments, and cross references dl pertinent directives affecting
contract management. It also has alowed the Department to establish a corporate contract
adminigration baseline across the DOE complex by setting forth the roles, responsibilities and
procedures for those involved in the process of administering the Department’s magjor Site and
facility management contracts.

Workforce Restructuring Implications. A FY 2001 demographics survey revealed that the
Department will continue to be challenged to maintain a procurement workforce that meetsthe
future needs of argpidly changing procurement system. The survey showed that only 4.3 percent
of procurement professionals are in the 25-30 age category; 18.9 percent arein the 31-40 age
category; 36.8 percent are in the 41-50 age category; and 40.0 percent are in the over 50 age
category. DOE will be further chalenged by Congressiond budget decisions which may further
reduce the numbers of available procurement professonals.

Where We Are Going

Competition. The Department continues to promote competition to the maximum extent
practicable for dl of its contracts. It will continue its disciplined process of management reviews of
proposed noncompetitive actions for management and operating contracts, as well as retaining the
find decision for the Secretary. DOE'’ s balanced scorecard will contain performance targets for
competition. Total competition levels are targeted a 75 percent.

Use of Performance-based Contracting. The Department will continue to ensure that 100
percent of its mgor Ste and facility management contracts use performance-based approachesin
identifying contractor requirements and eval uating contractor performance.

Conggtent with the performance god's established by the Office of Management and Budget and
the Office of Federal Procurement Policy Procurement Executive Council Government-wide
Performance Measurement Program, the Department will continue to increase the use of
performance-based service contracts. For FY 2002, DOE will have two “sretch” performance
targets for performance-based contracts: (1) 60 percent of tota eligible service contracting dollars
will be obligated as performance-based service contracts, and (2) 66 percent of tota digible new
service contract actions will be performance-based service contracts. DOE targets sgnificantly
exceed government wide goals.

Contract Adminigration. In FY 2001 the assessment of actud field practices, organizations,
lines of authority, and other matters will be completed. Baanced scorecard management initiatives
will be defined based on the results of the review.
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Workforce Restructuring Implications.  The Department will continue to address
improvements needed in contract management. The above information provides an excdlent
framework on where DOE is going in the future and the management attention this areawill have
over the next severd years. Numerous workforce programs, training, and other initiatives have
been taken and are planned for FY 2003 through FY 2007.

& Improve workforce restructuring and management efficiency by ensuring DOE hasa  well-
trained and knowledgeable procurement and acquisition workforce to effectively manage
DOE’smagjor contracts.

ACTION 7-1. In FY 2003, DOE will continueto implement its comprehensive
Acquisgtion Career Development Program for procurement and related
(project management, financial assistance, property management)
acquisition personnel, with a focus on leader ship development,
succession planning, and skill gap closure. A professional certification
program for project managerswill be deployed. Performance measures
for procurement professionals (at least 85%) and project managers
professional development will be established

ACTION 7-2. In FY 2003, DOE will establish an acquigtion intern program as
a subset of a more comprehensive Departmental Human Capital
I mprovement Plan initiative to establish a DOE-wide intern
program that enhances expertise and professional capability on
the front-lines of DOE’swor kfor ce.

& Improve contract management by ensuring DOE has a procurement and acquisition workforce
that effectively manages DOE’s mgjor contracts and is taking steps to improve cost-efficiency
through increased competition and use of performance-based contacts.

ACTION 7-3. In FY 2003 and beyond, the Department will continueto
promote competition to the maximum extent practicable for all
contracts, including management and oper ating contracts
(M&O). A performance goal of at least 75% of contract dollars
will be established.

ACTION 7-4. In FY 2003 and beyond, DOE’s major ste and facility
management contractswill continue to apply and improve upon
performance-based contracting techniques. Facilitated
wor kshops for both M& O contracts and general service
contracts will be employed to craft performance-based
statements of work and related contract functions. Performance
goalsfor both M& O and non-M & O service contractswill be
employed.
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ACTION 7-5.

In FY 2003, DOE will implement contract administration
improvement actions following up on its recent contract
administration guide and oper ational assessment. Necessary
management initiatives and performance measureswill be
established in the Office of Procurement and Assistance
Management’s balanced scor ecard.

-54-



U.S. Department of Energy 5-Year Workforce Restructuring Plan

SECTION 5
CONCLUSION

Workforce restructuring requires amgor change in organizationa culture, and the Department of
Energy isfortunate to have the strong support of top leadership in a concerted effort to build on
workforce planning and restructuring efforts that began prior to the requirements of the OMB
Bulletin. The Department has been reviewing its workforce needs over severd years now and has
implemented many actions, as discussed in this Plan, to streamline and restructure its workforce
since the downsizing the Department experienced between FY 1995 and FY 1999.

The Department recognizes that despite prior progress made to enhance management efficiency
and effectiveness, and despite serious downsizing, there are till significant opportunities to improve
asareault of additional actions over the next five years that will include amix of Department-wide
initiatives as wdll as organization-specific actions. DOE aso understands that it will take sometime
to indtill the discipline of workforce planning and restructuring for dl of the organizations within
DOE. The DOE 5-Year Workforce Restructuring Plan that has been devel oped provides a
roadmap to continue the process. The Plan will be further refined as the FY 2002/2003 budget
pictureisfindized and input on the Plan isreceived from OMB. In FY 2003 and beyond, ongoing
assessments againg established measures will be made of the degree to which these actions meet
anticipated needs, what worked well, what barriers il exist, and what el se needs to be done.

Many of those chdlenges and barriers were identified in the DOE Workforce Andyss submitted to
OMB earlier this summer. The most serious problems identified include:

« Therigid Structure of the Federa pay and benefits system

« Lack of flexible hiring tools, including on-the-spot hiring authority

» Complexity and unintended consequences of reduction-in-force (RIF) rules

«  Competition for scarce expertise in nuclear engineering, including dismantling the Nation's
nuclear arsend, cyber-security, and other highly technical and scientific areas

Another sgnificant barrier isalack of experience and expertise in conducting and implementing
workforce planning in the Federal sector. Skills needs assessments, succession planning, and the
development of human resources cgpatilities in the highly dynamic and fluid Federd employment
environment present particular challenges thet will require a great dedl of effort in the months and
years ahead.

In sum, the DOE’s 5-Y ear Workforce Restructuring Plan and associated efforts will aid the
Department in mesting its mission requirements with less bureaucracy and with a greater emphass
toward achieving meaningful Nationa Security, Energy Resources, Environmenta, and Scientific
results, while at the same time modernizing business practices, improving communications, and
sreamlining decigon-making.
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Memorandum dated July 25, 2001
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The Secretary of Energy
Washington, DC 20585

July 26, 2001

MEMORANDUM FOR HEADS OF DEPARTMENTAL ELEMENTS

FROM: SPENCER ABRAHAM .
en <

SUBJECT: Changes to the Departme nagement Structure

Since assuming my responsibilities as Secretary of Energy, I have been reviewing
the Department’s management structure and reporting relationships. Now, after
consulting with the Department’s senior management, I have determined that
there are additional opportunities to improve both the management and

effectiveness of the Department,

1. Management Responsibilities
First, authority for all policy decisions resides with me in the Office of the

Secretary, and 1 will look to the Deputy Secretary, Frank Blake, and the Chief of
Staff, Kyle McSlarrow, to exercise oversight of policy.

Second, Deputy Secretary Blake will serve as the Department’s Chief Operating
Officer and will be responsible for the day-to-day management of the Department
against its mission objectives. Deputy Secretary Blake will also be responsibie
for direct line management of both Under Secretaries, the Energy Information
Administration, the Chief Information Officer, Independent Oversight and
Performance Assurance (see below), the Power Marketing Administrations, and,

except as noted below, all support and staff offices.

Third, I am strengthening the role of the Under Secretary for Energy, Science and
Environment, Bob Card. Under Secretary Card will have direct line management

responsibility for the following offices:

Civilian Radioactive Waste Management,
Energy Efficiency and Renewable Energy;
Environment, Safety, and Health;
Environmental Management;

Fossil Energy;
Nuclear Energy, Science and Technology;

Science; and
Worker and Community Transition.

While the Deputy Secretary will be the Department’s Chief Operating Officer, the
rwo Linder Secretaries will be the line managers responsible for directing the

@ Printed on recycied paper
Y
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activities of the Department’s four major business units. In a corporate sense,
their role will be similar to a division president. We intend to be a line-driven
organization; thus, a primary responsibility of the departmental staff is to support

the Under Secretaries in the delivery of their responsibilities.

As the operating officers of a Department where most of our work is carried out
by contractors, the Under Secretaries will have the responsibility and
accountability for contracting and procurement activities in their respective areas.
The Under Secretaries will be supported as before by the procurement function
located within the Office of Management, Budget and Evaluation.

Fourth, the Chief of Staff, Kyle McSlarrow, will support the Deputy Secretary
and me by overseeing the day-to-day management of all staff within the Office of
the Secretary, as well as the Offices of Scheduling and Advance, Congressional
and Intergovernmental Affairs, Security, Intelligence, and Counterintelligence.
Similarly, the Deputy Chief of Staff, Joseph McMonigle, will oversee the day-to-

day management of the Office of Public Affairs.

1. Organizational Changes
I have-previously announced my intention to combine the former Office of the

Assistant Secretary for International Affairs with the Office of Policy to create a
new Office of the Assistant Secretary for Policy and International Affairs. I have
now determined that the Consumer Affairs function previously with the Office of
Management and Administration will be assigned to the Office of Public Affairs.
The Offices of the Chief Financial Officer and Management and Administration
will be merged and renamed the Office of Management, Budget and Evaluation.

Because of the critical importance of oversight with regard to environment,
safety, health and security, that responsibility will remain with the Office of the
Secretary. Therefore, oversight for environment, safety and health will be -
incorporated in the Office of Independent Oversight and Performance Assurance,
reporting to the Deputy Secretary. Because of the critical nature of the Chief
Information Officer’s responsibilities, that office will report directly to the Office
of the Secretary. Finally, it is my intention that the functions of the Task Force
on Energy Emergencies be formalized in @ manner that combines relevant
capabilities and eliminates unnecessary duplication of responsibilities.

These changes are summarized in the organizational crosswalk provided as
Attachment | (Organizational Realignment) and the organization chart provided
as Attachment 2. General Gordon has already announced the reorganization of
the National Nuclear Security Administration to improve its operations. That
restructuring is planned to go into effect by October I, 2001, and is also reflected

in the attached Department Organization Chart. -




-
bl

I am directing Deputy Secretary Blake to effect these organizational changes as
quickly as possible, while complying with the relevant laws and regulations
(including transfer of functions) as well as the relevant provisions of the
Headquarters Collective Bargaining Agreement with the National Treasury
Employee’s Union. My goal is to have these changes completed by October 1,
2001. Kyle McSlarrow is charged with seeing that the appropnate Congresswnal

notifications are made.

I am counting on each of you to support these changes and help me make thls
Department a more effective and efficient organization.

Attachments




' Attachment 1
ORGANIZATIONAL REALIGNMENT

Present Organization/ New Reporting

Function

Office of the Secretary

Power Marketing Administrations

General Counsel
Chief Financial Officer

Management and Administration

Environment, Safety and Health
Congressional Affairs
Policy

International Affairs

Economic Impact and Diversity
Inspector General
Counterintelligence
Intelligence

Security
Chief Information Officer

Independent Oversight & Perf Assur.

Public Affairs

Worker and Community Transition

Hearings and Appeals
Secretary of Energy Advisory Board

DNFSB Liaison

Under Secretary for Energy, Science

and Environment

Fossil Energy

Energy Efficiency & Renewable

Nuclear Energy, Science and Technology
Energy Information Admin.
Environmental Management

Radioactive Waste Management

Science

Under Secretary for Nuclear Security

Organization

No change (day-to-day, Chief of Staff)
No change

No change

Now Office of Management, Budget, and
Evaluation

Now Office of Management, Budget and
Evaluation

Reports to Under Secretary ESE

No change (day-to-day, Chief of Staff)
Now Office of Policy and Intemnational
Affairs

Now Office of Policy and International
Affairs

No change

No change

No change (day-to-day, Chief of Staff)
No change (day-to-day, Chief of Staff)
No change (day-to-day, Chief of Staff)
New Office; reports to the Office of the
Secretary

Includes ES&H oversight (day-to-day,
Deputy Secretary)

No change, but adds Consumer Affairs
function (day-to-day, Dep. Chief of Staff)
Reports to Under Secretary ESE

No change

No change

No Change

No change
No change
No change

" Reports to the Office of the Secretary

No change
No change
No change

NNSA reorganization in progress
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2001-014821
The Deputy Secretary of Energy
Washington, DC 20585
July 25, 2001
MEMORANDUM FOR UNDER SECRETARY FOR ENERGY, SCIENCE

AND ENVIRONMENT
UNDER SECRETARY FOR NATIONAL NUCLEAR SECURITY
ADMINISTRATION
FROM: FRANCIS S. BLAKE W2 S
SUBIJECT: Operational Program Reviews

Today, I am taking the first of several steps to improve overall business management at the
Department of Energy by instituting quarterly Operational Program Reviews (OPRs).

I have asked the Chief Financial Officer (CFO) to take the lead in this effort. The CFO, in
conjunction with each of the Principal Secretanal Officers (PSOs), will develop information on
each program that indicates:

How the program is relevant to the Administration’s stated goals,

What accountability exists at the level of the PSO and below, :
What management controls are in place to ensure that the programs are well focused,
What means exist for measuring progress (milestones and schedules),

What measures are actually used to manage the programs, and

Whether the programs are efficient and effective.

I have attached an initial survey and schedule for this effort. I expect each PSO to complete the
survey and return it to the CFO by September 21, 2001. We will be piloting this initiative with
EE in the July-August timeframe. This survey will establish a benchmark/baseline of current
practices for each PSO. We will build on this to develop the measures and metrics we will use to
ensure programs remain on schedule, within budget, and deliver intended results. [ intend to

. meet with each PSO to review the results of this survey. I will also meet with PSOs quarterly to
review the status of each program and have asked the CFO to conduct periodic field visits to

provide an independent assessment.

I know that I can count on each of you to assist me in ensuring that our programs are managed to
the high standard expected by Secretary Abraham.

Attachments

Deputy Administrator for Defense Programs

Deputy Administrator for Defense Nuclear Nonproliferation
Assistant Secretary for Energy Efficiency and Renewable Energy
Assistant Secretary for Environmental Management

Assistant Secretary for Fossil Energy

Director, Office of Civilian Radioactive Waste Management
Director, Office of Nuclear Energy, Science and Technology

Director, Office of Science
@ Prinked with 30y ink on recycind peper




Attachment

Operational Program Reviews - Initial Survey
(Limit your total response to no more than five pages)

What is your Program’s mission?
Effectiveness :

How does your Program further the National Energy and other Administration Policies?

Identify and prioritize your Program’s top five strategic objectives (i.e., outcomes). PSOs may,
if necessary, include other key objectives.

How do you measure and define success against these top five objectives? PSOs may, if
necessary, include other key objectives.

How often do you measure; to whom do you report your successes and/or issues; and what
actions do you take as a result of these reports?

Do you have a formal tracking and reporting system? If yes, describe.

What tools do you use to manage field operations? Are these goals, metrics, and strategies
incorporated into your program operations and projects at your field offices?

Does your program deliver promised outcome, on time and within budget?
Does your program meet or exceed best business practices for timeliness/cost?
Execution:

How do you insure there is a clear link between your stated Program obj ecti;re and your
allocation of resources (money/people)?

How do you link program objectives to budget?
How do you link program performance to individual accountability?




Attachment

Operational Program Reviews — Initial Schedule

CDae Adon

Phase 1(pilot)

June 29

Meet with Deputy Secretary. Secure approval for approach and letter to
EE

Tuly 6

Issue Survey Instrument to EE

July 27

Survey due back to CFO

July 30-31

Staff review survey, revise protocols as necessary

August 1

Meet with EE to discuss responses

July 25-Aug 10

Prepare for field visit

August 14-15

Visit Golden/NREL

August 16-24

Final questions to field
Draft report, get comments from EE

August 27

Presentation of results, issues to CFO

August 28

Presentation of results to Deputy Secretary

Deputy Secretary decisions

Phase 2(tentative)

September 3-7

Presentation of Lessons Learned, revised process for next review

September 10

CFO/DS to meet with all PSOs, Issue Survey, explain process and
requirements ’

September 21

Survey due back to CFO

Sept/Oct

Staff review surveys, conduct analysis, summary report (covering all
PSO) '

Oct/Nov

Develop metrics and measures for each PSO to be used going forward

EE- Week of 10/15 NN - Week of 12/3
NE- Week of 10/22

DP- Week of 10/29

EM- Week of 11/5

SC- Weekof 11/12

RW- Week of 11/19

FE- Week of 11/26

Oct/Nov

Conduct field visits - two to four sites

November

Work with each PSO and their staff to finalize metrics and measures

Nov/Dec

Codify OPR process, establish schedule for reviews for 2002 to 2004

December

Briefings for other DOE and external elements as appropriate

Oct/Dec

Parallel effort to assess infrastructure and IT needs to support OPR
process




OPR Field Review Team - Skill Mix

(likely two teams)
L | |
Skill Base DOE Federal I Non-Federal |
Team Leader - x
Accountant X ] r J
Budget analyst X | ]
Acquisition specialists X [ ]
Project engineers/Project managers X { i
Program technical experts X [ |
Management consultant [ | X |
Performance measurement experts ||| ] X




The Deputy Secretary of Energy
Washington, DC 20585

August §, 2001

MEMORANDUM TO: Heads of Departmental Elements and

Senior Executive Service Members

FROM: Francis S. Blake W

Deputy S ecretary

SUBJECT: Improving Senior Executive Service Performance Management

This memorandum is to announce a new performance management system for Senior Executive
Service (SES) employees of the Department of Energy. This revised system will take effect at
the start of Fiscal Year 2002 and cover all SES employees—both career and non-career.

The Department of Energy’s current SES performance management system does not provide
direct and clear linkages between key mission/program goals and executives’ performance
objectives. Nor does it provide a results-oriented process for measuring achievement and making
meaningful distinctions to ensure that top performers are rewarded according to their significant
contributions in meeting organizational goals. Further, there is a need to define more clearly
those leadership attributes or core competencies that every executive should possess and

demonstrate.

For these reasons, I am directing Departmental organizations, with assistance from the Office of
Management, Budget and Evaluation, to move quickly to implement a new executive appraisal

system which will have as its key features:

v

A strong focus on linking executive performance plans and ratings to clearly defined,
mission-related priorities as well as desired leadership attributes for all executives.

Emphasis on performance planning and continuous feedback throughout the performance

cycle, including mid-year assessments with discussions on improving results.

A four-level rating system which reserves the highest level for those performers who
demonstrate exceptional leadership effectiveness, program execution and customer focus.

A rewards and recognition program that provides “top dollar” to exemplary performers.

Timely corrective action plans developed for individuals whose performance needs

improvement.




2-
An outline of the framework for the new system is attached. The Office of Management, Budget
and Evaluation will provide further written guidance and training that addresses critical aspects
of the new system such as establishing new performance plans, conducting progress reviews and
providing feedback, rating performance, and linking performance to awards.

Although the system is not ready for roll-out, it is not too early for SES employees and their
managers to begin planning for FY 2002 by identifying their key mission priorities and results-
based program goals that will drive the new appraisal process. Also, organizations will be
required in the near future to focus on completion of the FY 2001 SES appraisal process. In this
regard, I plan to meet with the heads of major DOE organizations to discuss their SES
performance recommendations for FY 2001. Iexpect the Heads of Departmental Elements to
take an active role in ensuring that this new system for senior executives is tied closely to their
organization’s mission requirements and is implemented in a timely and efficient manner. To
ensure that adequate attention is focused on these important processes, a tentative schedule of
key events for FY 2001 and FY 2002 is attached for planning purposes.

Irecognize that change in a performance management system affecting over 400 executives will
not be easy. However, it is critical that we do a good job of managing performance at all levels.

Attachments




DEPARTMENT OF ENERGY
SENIOR EXECUTIVE SERVICE

PERFORMANCE MANAGEMENT SYSTEM

. " Effective Date: October 1, 2001
. Applicability: Career and Noncareer Senior Executive Service

Key components of the new SES performance system are outlined below:

A. CRITICAL ELEMENTS USED IN PERFORMANCE ASSESSMENT

Element I - Key Programmatic Accomplisiiment:

This area of performance assessment focuses on the “critical few” program and
mission-related activities in the executive’s area of responsibility.

These objectives which will be fashioned by the Senior Executive Service (SES).

executive and his or her manager. The objectives must be closely linked to the
organization’s mission and will be operationalized in terms of expected
outcomes/results, timeframes, final products and services, etc.

Each key objective will be tracked in a uniform format .with two primary focuses:

(1) results achieved (e.g., program improvement outcomes, policy impacts) and
(2) how efficiently and effectively the SES executive executed or obtained the

results.

Element IT - Kev Leadership Attributes:

L 3

This critical element focuses on “how” the executive carries out his’her
responsibilities relative to highly desirable leadership attributes that are expected

of all Departmental SES members.

Each executive will be assessed against 10 pre-defined leadership attributes (see
listing of attributes which follows).

These attributes are closely aligned with the Office of Personnel Management’s
Executive Core Qualification requirements, the competencies that are used in
making hiring and placement decisions for SES managers.




Attributes

Demonstrates Functional Competence

Exhibits Analytical Ability and Solves Problems
Builds Diversity

Customer Service and Partnerships
Communicates Effectively

Innovates

Demonstrates Personal Leadership

Creates Effective Operating Plans

Builds Capability

Coaches, Motivates and Develops

AYAANE N N N NENENEN

B. RATING LEVELS

The new performance management system adds an additional rating level for SES performance
appraisal. The new four level summary rating system is as follows:

. Exceeds Expectations: (New) Clearly exceeds performance expectations. A
model executive who sets an example for others, while consistently making
outstanding contributions to the Department. This rating level would be reserved

for the top performing DOE executives.

. Meets Expectations: Consistently meets all performance requirements. A solid
performer. .

. Needs Improvement: Occasionally does not meet performance requirements.

Fails to Meet: Regularly does not follow-through with meeting performance
requirements. Job performance is below an acceptable standard and corrective

action is required.

C. CUSTOMER FOCUS

One of the key components of the new DOE SES performance management system is the focus
on improved customer relations and customer satisfaction. In line with the Office of Personne]
Management’s regulatory requirement for “balanced measures” and to maintain focus on
improved customer relations, all executives and their supervisors will-be held accountable for




-3-

regularly communicating with the organization’s customers and assessing how well the
organization’s customer service and related objectives are being met by the executive. Ata
minimum, feedback and input received will be communicated with the executive during the
progress review discussion and documented throughout the appraisal process.

D. PROGRESS REVIEWS

At least one progress review is to be-conducted and documented by the rating official during the

annual performance appraisal cycle (i.e., typically at midpoint—April 30). More than one
. progress review is encouraged in assessing all career executives serving probationary periods,
and with post-probationers whose performance reflects a need for improvement. Continuous

feedback throughout the performance cycle is strongly encouraged.

E. PERFORMANCE BONUSES AND PAY ADJUSTMENTS

The new performance management system places emphasis on rewarding “top” performers in
recognition of their exemplary achievements. Executives rated at the “Exceeds Expectations”
level will be granted sizable bonuses in line with their outstanding contributions.




Timelines

| FY 2001 SES Appraisal Cycle

Aug 20 - Distribution by MBE of end of
appraisal cycle guidance.

Sept 1-30 - FY 2001 appraisal closeout
training provided by MBE.

Oct 31 - All performance appraisal
completed and FY 2001 performance
documentation due to Executive and
Technical Resources Division, MBE.

Nov 14-16 - PRB convenes to review -

rating, bonus and pay adjustment -
recommendations. (Secretarial Officers
advised of recommendations Nov 23).

Dec 3 - PRB to forward recommendations
to the Secretary for final determination.

Dec 20 - Final annual performance
decisions to be made by the Secretary.

New SES Performance Management
System

Aug 31 - MBE will provide detailed
written guidance on the new system to
DOE organizations.

Sept 4 - 18 - Training for DOE executives
and HR staff.

Sept 12 - 30 - Planning discussions take
place between SES employees and their
managers on FY 2002 performance ‘
objectives and expectations.

Oct 15 - Performance plans for SES
drafted and reviewed by the head of the
organization before finalized.

Oct 30 - FY 2002 SES performance
standards signed and in place.




The Deputy Secretary of Energy
Washington, DC 20585

August 30, 2001

MEMORANDUM FOR UNDER SECRETARY CARD
UNDER SECRETARY GORDON

HEADS OF DEPARTMENTAL ELEMENTS
FROM: FRANCIS S. BLAKE W\

SUBJECT: MANAGING HUMAN CAPITAL

At the Department’s recent Human Capital Summit we launched a process for
identifying, understanding, and addressing key Federal workforce management
challenges facing the Department. The goals of this effort are to make the Department an
employer of choice, give the Department a competitive edge in recruiting, developing,

* and retaining top talent, and make the Department more efficient and effective in '
carrying out its missions. We wantto make the Department’s workforce, as Secretary
Abraham has said, the best in the Federal Government. The five areas identified for

immediate action were:

e Performance Management
e Management Efficiency
¢ Recruitment and Retention

e Diversity |
Leadership Development and Succession Planning

Prior to the conclusion of the Summit, groups of attendees briefed Bob Card, John
Gordon and myself on their deliberations and presented numerous proposals for
strengthening human capital management. Each of the groups took their charge seriously
and generated valuable ideas. The Office of Management, Budget and Evaluation has
posted a summary of these proposals at its Human Capital Management web site, at

http://iwww.ma.doe.gov/pol/hcsindex.himl.

Because the Department’s basic workforce readiness and mission-delivery capability are
inextricably linked to how well we acquire, develop, and use human capital, it is
important that we build on the enthusiasm established at the Summit. To ensure the
Department’s human capital initiatives continue to move forward, I am directing the
Department’s managers to focus on several short-term actions listed in the attached plan.
In developing and implementing the attached initiatives, the lead organizations will work
* with the appropriate Summit teams and other key groups (some of which are listed in the
attached plan) to assure that the initiatives are responsive to DOE corporate needs. A$
needed, funding strategies will be developed and submitted to me for approval in support
of timely and successful implementation of these short-term initiatives.




I'will be asking several of the Department’s top managers to assume specific
responsibility for leading cross-cutting corporate efforts to mmprove DOE’s workforce

planning and management, associated resource strategies, and performance
measurements. I will oversee these corporate efforts (with the support of the Office of

Management, Budget and Evaluation) and plan to review organizational achievements
as part of my Operational Program Review meetings and through other performance

evaluation processes.
. In closiiig, I'want to reiterate the importance of effectively planning and managing
human capital. It is our collective responsibility to actively engage in these

challenges as we strive to fulfill the Secretary’s vision of making the Department
of Energy an employer of choice and the envy of the Federal workforce.

Attachment

cc: The Secretary
Chief of Staff -
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