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become an independent source of trusted
advice for every branch and level of
government, Congressional committees and
civic organizations. The Academy works
constructively with government agencies to
improve their performance and management
through problem solving, objective research,
comprehensive analysis, strategic plans, and
connecting people and ideas. The Academy

is led by its elected membership of more than
600 distinguished Fellows.




|
“ Full Report

¢

\ g

A Report by a Panel of the

NATIONAL ACADEMY OF
PUBLIC ADMINISTRATION
for the National Institutes of Health

EFFECTIVE ADMINISTRATIVE
RESTRUCTURING:

LESSONS FROM THE NIH EXPERIENCE

September 2005

Panel

Ralph Bledsoe, Chair*
Gail Christopher*
C.William Fischer*
Thomas Glynn*
Peter Hutt

Joseph S.Wholey*

*Academy Fellow



Officers of the Academy

Valerie A. Lemmie, Chair of the Board
G. Edward DeSeve, Vice Chair

C. Morgan Kinghorn, President
Jonathan D. Breul, Secretary
Howard M. Messner, Treasurer

Project Staff

J.William Gadsby, Vice President, Academy Studies
Bruce McDowell, Project Director

Gerald Barkdoll, Senior Project Advisor

Jim Barnard, Senior Project Advisor

Jennifer Blevins, Research Associate

Jane Palsgrove Butler, Senior Project Advisor
Rachael Chamberlin, Senior Research Associate
Ann E. Goode, Senior Project Advisor

Ruth Ann Heck, Senior Project Advisor

Charles Hulick, Senior Project Advisor

Richard Keevey, Senior Project Advisor

Bonnie Malkin, Senior Project Advisor

Sherry Manning, Research Associate

Alejandro Mares, Research Associate

John McCutcheon, Senior Project Advisor

Regina Millard, Senior Project Advisor

Joseph Mitchell, Senior Research Analyst
Malcolm Peterson, Senior Project Advisor

Al Ressler, Director, Human Resources Management Program
Robert Sauer, Senior Project Advisor

Martha S. Ditmeyer, Senior Administrative Specialist

The views expressed in this report are those of the Panel. They do not
necessarily reflect the views of the Academy as an institution.

National Academy of Public Administration

1100 New York Avenue, N.WV.

Suite 1090 East

Washington, DC 20005

www.napawash.org

First published September 2005

Printed in the United States of America ISBN 1-577744-120-6

Academy Project Number: 2033-001



“‘ Foreword

For many years, the federal government has undergone significant administrative
restructuring in order to become more effective, efficient, and accountable to the public.
The pace of this effort has accelerated in recent years, and the number of reforms being
pursued simultaneously has multiplied.

Currently, much of this activity is driven by The President’s Management Agenda. Individual
departments and agencies have devised their own responses to the five general themes set
forth in the agenda. The U.S. Department of Health and Human Services, where the
National Institutes of Health (NIH) is located, specifically has emphasized consolidating
administrative functions and using automation to reduce the number of staff offices and
size of the government workforce responsible for these functions.

By Fall 2003, NIH had become responsible for so many administrative reforms that the
agency requested the National Academy of Public Administration’s advice and assistance.
The Academy previously had assisted NIH with benchmarking and analysis in one function.
This new assignment was much broader, encompassing significant reforms in acquisition,
budget, equal employment opportunity, facilities, finance, grants, human resources, and
information technology.

The Academy convened a special panel of experts to respond to this request. The Panel
on Administrative Restructuring at NIH, which began its work in January 2004, soon saw
that its experience with NIH was demonstrating lessons that could substantially benefit
other federal agencies. NIH amended the original contract to enable the Academy to
prepare this report as a by-product of its primary technical assistance responsibilities.

The lessons reported in this volume primarily are based on the Panel’s work with NIH
from January 2004 through July 2005. The NIH experience is extensively documented in
the report’s appendices. The Academy is pleased to present the report to NIH and the
broader federal community. In so doing, the Panel commends NIH for the significant
progress it has made on so many different fronts at the same time, while facing many
pressures for both scientific and administrative results.

| want to extend my appreciation to NIH for allowing the Academy to assist in its
restructuring efforts and to share those experiences with other agencies looking for help
with similar administrative restructuring challenges. We believe these lessons provide
practical and effective advice consistent with The President’s Management Agenda. The
Academy Panel directing this effort, as well as the project staff, are to be commended for
their outstanding work in collecting these lessons and for presenting them in such an
accessible manner.

C. Morgan Kinghorn

President
National Academy of Public Administration
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The acronyms appearing in this report are defined as follows:

NIH Centers

CIT Center for Information Technology

CSR Center for Scientific Review

FIC John E. Fogarty International Center

NCCAM National Center for Complementary and Alternative Medicine
NCMHD National Center on Minority Health and Health Disparities
NCRR National Center for Research Resources

CC NIH Clinical Center

NIH Institutes

NCI National Cancer Institute

NEI National Eye Institute

NHLBI National Heart, Lung, and Blood Institute

NHGRI National Human Genome Research Institute

NIA National Institute on Aging

NIAAA National Institute on Alcohol Abuse and Alcoholism

NIAID National Institute of Allergy and Infectious Diseases

NIAMS National Institute of Arthritis and Musculoskeletal
and Skin Diseases

NIBIB National Institute of Biomedical Imaging and Bioengineering

NICHD National Institute of Child Health and Human Development

NIDCD National Institute on Deafness and Other
Communication Disorders

NIDCR National Institute of Dental and Craniofacial Research

NIDDK National Institute of Diabetes and Digestive and Kidney Diseases

NIDA National Institute on Drug Abuse

NIEHS National Institute of Environmental Health Sciences

NIGMS National Institute of General Medical Sciences

NIMH National Institute of Mental Health

NINDS National Institute of Neurological Disorders and Stroke

NINR National Institute of Nursing Research

NLM National Library of Medicine

Other Acronyms

A-76 Number of the OMB Circular on Competitive Sourcing

Academy National Academy of Public Administration

AD Active Directory (of e-mail addresses; consolidated NIH-wide
list compiled using Microsoft software named Active Directory)

AO Administrative Officer

ARAC Administrative Restructuring Advisory Committee, NIH

CART Commercial Activities Review Team

CASC Commercial Activities Steering Committee

CDC Centers for Disease Control and Prevention, DHHS

Clo Chief Information Officer

CNMS Central Network Monitoring System

COAC Consolidated Acquisition Service Centers

DDM Deputy Director for Management, NIH

DEAS Division of Extramural Activities Support (the MEO created by
NIH as a result of winning the A-76 grants competition)

DHHS U.S. Department of Health and Human Services

DOD U.S. Department of Defense
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EEO
EHRP
EO
EPA
EPMC
FAIR Act
FTE
FY
GAO
GMAC
GMO
Guide
HPOC
HR
ICs

IG

IT
ITMC
MEO

NBS

NIH
nVision

oD
OEODM
OER
OFM
OHR
OLAO
OMA
OMB
ORF
ORS
OSMP
PMA
PWS
R&D
RPM
SAC
SBP

SLA
SOP
UFMS
USDA
VMA
Y2K

Equal Employment Opportunity

Enterprise Human Resources and Payroll System

Executive Officer

U.S. Environmental Protection Agency

Extramural Program Management Committee

Federal Activities Inventory Reform Act

Full Time Equivalent

Fiscal Year

U.S. Government Accountability Office

Grants Management Advisory Committee

Grants Management Officer

Guide to Administrative Restructuring at NIH

Help Points of Contact

Human Resources

NIH Institutes and Centers

ARAC Implementation Group

Information Technology

IT Management Committee

Most Efficient Organization (created to administer a function
awarded to a federal agency as a result of winning an A-76
competitive sourcing competition)

NIH Business System (a suite of new, integrated
software modules supplied by Oracle)

National Institutes of Health

Central databank of records from NBS, including improved
report-generating capabilities; replaces old Data Warehouse
generated by the old, electronic Administrative Data Base being
replaced by NBS

Office of the Director, NIH

Office of Equal Opportunity and Diversity Management, NIH

Office of Extramural Research, NIH

Office of Financial Management, NIH

Office of Human Resources, NIH

Office of Logistics and Acquisition Operations, NIH

Office of Management Assessment, NIH

U.S. Office of Management and Budget

Office of Research Facilities Development and Operations, NIH

Office of Research Services, NIH

Office of Strategic Management and Planning, NIH

The President’s Management Agenda

Performance Work Statement

Research and Development

Real Property Management

HR Strategic Advisory Committee, NIH

Strategic Business Plan, OHR, NIH

Science Director

Service Level Agreement

Standard Operating Procedure

Unified Financial Management System

U.S. Department of Agriculture

Visual and Medical Arts

Year 2000 computer crisis at the turn of the century caused by
early software coding practices



“‘ Panel Message

ederal agencies are being required to restructure their

administrative functions so rapidly, and in so many ways at

once, that many are running the risk of damaging their
program effectiveness. Practical experiences, documented in this
report, provide lessons for how to avoid or constructively manage

these unintended consequences.

In the fall of 2003, the National Institutes of Health (NIH)
faced multiple, overlapping administrative restructuring
initiatives that were coming together all at once and

challenging some traditional practices that had been deemed

to be outstandingly successful. Some of these initiatives for
change were home grown; others had their roots in
government-wide or department-wide reforms. Any one of
them, alone, could have been effectively managed—given
enough flexibility and time to understand and adapt to its
implications. But together, they posed a present danger to
the agency.

The externally mandated restructuring of NIH’s human
resources (HR) function had already resulted in a rapid,
unplanned consolidation. This consolidation, and related
systems and staffing changes, were widely judged to have
significantly reduced service levels in a function vital to
maintaining the agency’s world class scientific research
capabilities. The breakdowns in NIH’s HR function sent up
red flags that warned NIH management of potential
disasters. The Academy was asked to assist with smoothing
the transitions required by simultaneous reforms pending in
eight administrative areas: acquisition, budget, equal
employment opportunity (EEO), facilities, finance, grants
management, HR, and information technology.

As part of its work with NIH, the Academy identified the
following six major lessons for helping federal agencies to
moderate and manage the risks and unintended
consequences unleashed by multiple demands for
organizational and process change.

|. Give the agency’s mission top priority. Sustaining
and improving the ability of the organization to achieve
its mission is of paramount importance to any change.
Changes that hinder the effectiveness of an
organization in pursuing its mission should be
reconsidered and revised.

2.

Provide strong, sustained leadership for change.
Changing the process and cultures of large
organizations, installing major new enterprise
systems, and competing all “commercial type”
activities (found to involve about half of the total
workforce at NIH) are very ambitious, decades-long
goals. Automation and competition alone are not
likely to provide real economies unless they are
accompanied by thoughtful and careful process
reengineering. It is vital for federal agencies to gear
up to achieve the expected benefits of necessary
reforms systematically over the long haul, and to
provide consistent and continuing leadership. A
project-by-project approach is unlikely to provide
good results.

Keep the goals for administrative change within
manageable bounds. These goals must be based on
empirical analysis of what is reasonable and practical to
accomplish within given resource and time constraints.
They need to be implemented with enough flexibility to
accommodate documented realities and appropriately
address internal organizational dynamics. Rapid results
may not always be feasible.

Communicate early and often. Management
cannot make fundamental changes by itself. It must
have widespread support and commitment throughout
the agency, so effective communication is needed to
help build support. This communication should begin
when developing and setting specific goals and interim
targets, and continue through the implementation
process until the last detail is accounted for. Genuine
feedback from the front lines—where programmatic
missions are being carried out—is essential to avoid
counter-productive gaps in understanding between
managers, workers, program delivery partners,
customers, and beneficiaries.



5. Provide sufficient change-management tools to
support smooth transitions. From cultivating a
readiness for change to supplying practical support
services, the underlying organizational and
programmatic infrastructure for managing change must
be in place. This infrastructure must be able to address
the human elements of change, as well as the
organizational, physical, and procedural ones. The
necessary tools include a high level of communications,
precise and widely distributed mapping of old and new
responsibilities as they undergo change, transition
services to individual employees who are being
affected, and training—among others.

6. Emphasize fact-based decision-making. The
achievements of administrative restructuring must be
demonstrated on an ongoing basis by periodic measures
of efficiency and effectiveness—as well as by measures
that can be used to hold managers accountable for (a)
achieving intended results consistent with agency
missions, (b) meeting financial and non-financial
standards of integrity—for example, by adhering to the
standards set in the Federal Managers’ Financial Integrity
Act of 1982—(c) demonstrating compliance with
applicable laws and regulations, and (d) using reliable and
timely information for decision making. Questions to be
answered include: how much change has occurred as a
result of the reform initiative, has it been in the right
direction, has it been worth the effort, and have there
been any unintended consequences that need to be
addressed by managers in real-time as the changes
unfold? Numbers often provide the clearest answers to
such questions, but if relevant numbers cannot be
generated, qualitative evaluations or assessments need
to be devised instead. Automated management systems
are the best source of quantitative data designed to
track results and to red-flag those that indicate a need
for timely management attention. In agencies, including
NIH, where management information systems do not
meet these requirements, significant new investments
are needed to bring them up to current best practice
standards. The Panel believes that these investments will
yield a high rate of return.

As NIH worked through the ambitious administrative
restructuring agenda it set for itself in response to diverse
pressures from the department and elsewhere, it showed
that it can reform itself and realize economies—and can
learn in the process to avoid unintended consequences.
For example:

‘8‘ Panel Message
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* EEO Consolidation: The complete consolidation of
EEO employees into a central office was put in motion
relatively smoothly and free of negative consequences,
when compared to the earlier HR consolidation.

NIH Business System: The roll-out of the later
modules of business-process software being installed at
NIH is expected to be much more trouble-free than
the first two modules—which provided NIH many
lessons about the communication and training required
to support a smooth transition.

Competitive Sourcing: In its later competitive-
sourcing proposals made under the terms of Office of
Management and Budget Circular A-76, the NIH
programs included have been smaller, less costly, and
less risky than the first two, high-profile ones that
proved difficult to manage.

Evaluation: The evaluations of HR organizational
impacts, unintended workload shifts, and changing
demands in the Office of Financial Management
resulting from the installation of major new software
systems demonstrate the value of monitoring what
happens on the front lines as reforms move forward.

This report details the lessons that were learned and
documents the NIH experiences that illustrate them. These
lessons have been learned before by other large organizations,
and there is a rich body of literature about them, some of
which is cited below in this report. But each situation brings
new ways to apply them,and new challenges to consider.

The Panel believes that it is essential to give careful thought
to whether each new change proposed will be worth the
effort required to make it happen, and that tracking both the
benefits and the costs of changes as they occur will be
invaluable in avoiding unwise or counter-productive reforms.

NIH and other agencies are obligated to manage the
resources entrusted to them efficiently. But all agencies also
are obligated to manage effectively and with integrity;
efficiency is not everything. The goal of change is to achieve
all three objectives at once, and that is what we believe the
lessons in this report will help agencies to do.

National Academy of
Public Administration
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The Context for Administrative
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Change at NIH

Century unfolds, change is pervasive in government.

Automation, consolidation, and the search for efficiency are
at the forefront of administrative changes in government—ijust as
they are in business. But close behind—in government—is the
search for public accountability, results, and excellence in the
stewardship of resources. These forces work their way through the
fabric of government from Congress and the President, to the
implementing departments and agencies, and eventually to the
individuals who make the government work. Administrative
processes and effective leadership at each level hold this system

C hange can be disruptive and stressful. And as the 21"

together, and make it efficient and effective—or not.

In the federal government, administrative changes are being
driven by many different forces. Chief among them is The
President’s Management Agenda (PMA). In mid-2001 the
President set forth five government-wide initiatives:

* Strategic management of human capital

» Competitive sourcing

* Improved financial performance

* Expanded electronic government

* Budget and performance integration

In 2004, Executive Order13327,“Federal Real Property
Asset Management,” established a sixth initiative: improved
stewardship of government-owned facilities.'

Office of Management and Budget (OMB) circulars guide
much of this administrative improvement effort, and it
reaches NIH through the department in which it resides—
the Department of Health and Human Services (DHHS). In
the end, NIH is responsible for improving results.

NIH began upgrading its business processes and electronic
systems even before the government-wide and departmental
streamlining initiatives arrived. NIH realized, as it prepared

to ward off the danger of Y2K, that its 20-year-old
automated systems needed modernization for many other
reasons—and it began a multi-year program to install a
comprehensive new NIH Business System (NBS) with “best
practice” integrated operating and reporting functionalities.”
That prior experience with innovation helped prepare NIH
to undertake additional administrative restructuring
responsibilities to meet the new government-wide and
department-wide requirements—and to become a leader
for such changes within the department itself, especially
within the information technology (IT) and finance areas.

NIH’s goal has been to take advantage of these new
administrative technologies (and their potentials for
efficiencies) in a way that will leave as much as possible of its
resources available for the pursuit of science, while fulfilling
scientists’ needs for administrative support to maintain the
organization’s world-class scientific capabilities. A key
initiative was establishment of a high-level Administrative
Restructuring Advisory Committee (ARAC), which
recommended changes in eight administrative areas, and the
subsequent efforts to implement those changes.?
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THE NIH APPROACH

From the beginning of its own NBS initiative, NIH
recognized the difficult challenges of making agency-wide
administrative changes within its traditionally
decentralized structure. It had set up a change-
management unit to help smooth the way. NIH also saw
other needs for: clear and bold leadership (within a
consultative framework), specialized consultant assistance,
and continuing coordination groups to “pace” the change
process and keep it moving. The structure of the
administrative reform process that evolved at NIH to
respond to multiple forces for change is described below
to provide a context within which to view this “lessons
learned” report.

Change-Management Framework

Human nature being what it is, the people within
organizations—and the organizations they run—tend to
resist change, at least initially. The psychology of change has
several well defined stages that last various lengths of time
and are more (or less) deeply rooted, depending on the
degree of change that is occurring and the receptivity of the
individuals and organizational cultures involved.* The typical
stages are:
* Denial—"This will never happen, or it won’t affect me.
So | don’t need to pay it any attention.”
* Resistance—anger; blame, anxiety, or “retire on the
job” expressions of passive resistance
* Exploration—considering every possible option, but
not making the decisions necessary to make
improvements
* Commitment—working together to make the
change happen

A formal change-management team can assist the people
and organizations that find themselves caught up in major
transformations to recognize and make these transitions
as smoothly and quickly as possible—giving each person,
group, and organization the psychological and technical
tools necessary for success, according to their own
individual needs. The needs vary a great deal among the
27 different Institutes and Centers (ICs) at NIH, among
the many occupational groups they rely on, and among
the hundreds (or even thousands, in some cases) of
individuals that need to be part of a successful transition.
It has proven to be extremely important to stay attuned
and responsive to these diverse and changing needs as
they emerge throughout the change process.

A change-management process was used more in some
of the NIH administrative restructuring areas than in
others, and it is instructive to look at the results and how
they evolved over the past two years as transitions
occurred in the NBS, grants Most Efficient Organization
(MEO),’ human resources (HR), equal employment
opportunity (EEO), and acquisition functions. A significant
amount of learning occurred during this time—as
described in this report.

The Leadership Component

Clear, strong, and continuing leadership is critical to the
success of major organizational reforms. The NIH case
illustrates how the results achieved reflected the ebb and
flow of leadership throughout the change process. The initial
bold leadership by the NIH Director—in initiating the 2003
ARAC effort—enabled NIH to retain authority to make the
required administrative changes itself, rather than having
several of its administrative functions consolidated at the
departmental level. But as the promised changes began to be
implemented under eight separate implementation groups,
denial and resistance showed up in some, and leadership had
to be reasserted to get the reforms back on track.

The Deputy Director for Management (DDM) and the new
NIH “Governance Structure” were the ultimate authorities
for overseeing administrative restructuring activities. The
Governance Structure consists of a policy making Steering
Committee chaired by the NIH Director and consisting of
10 IC Directors (seven of whom rotate). Issues coming
before the Steering Committee are prepared by one or
more of five standing Work Groups responsible for various
types of subject matters.

For ARAC, a small and informal Strategy Group also
emerged to assist the DDM, and meetings of the ARAC
Implementation Group Chairs—representing all eight
restructuring initiatives—also proved necessary to keep the
process going. In addition, a special Panel of outside public
administration experts that was convened by the National
Academy of Public Administration (the Academy) to advise
NIH on the administrative restructuring effort proved
helpful in maintaining the pace of implementation. The Panel
met every two months and created external deadlines for
status reports and the production of substantial products
regularly throughout the project.

National Academy of
Public Administration
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Without this rather elaborate internal and external
leadership dynamic, it is unlikely that as much progress could
have been achieved. The strong inertia of traditional
decentralization at NIH, the practical problems involved in
making the large changes that had been mapped out, and the
natural independence of scientists at NIH, all militated
heavily against administrative consolidation, uniform
procedures, and restrictive rules. Exercising sensitive but
strong leadership in this organizational climate is an art that
is not easily taught or acquired.

Specialized Consultant Assistance

NIH retained the Academy to assist each of the eight ARAC
Implementation Groups—in addition to advising the agency’s
central leadership—to overcome anticipated difficulties and
to provide enabling services as needed. In this role, the
Academy provided continuing staff assistance to the
individual ARAC groups, to the ARAC Strategy Group, and
to the DDM. This assistance took the form of:
* a Guide to Administrative Restructuring at NIH
(Appendix D)
* numerous benchmarking studies for individual
ARAC groups
* documentation of committee work, decisions made,
and progress achieved
* a new ARAC web site and regular progress
reporting processes
* NIH-wide training of new grants managers
* studies of performance metrics and service
level agreements
* professional meeting facilitation
* several special evaluations and studies

This on-call, just-in-time help was often instrumental in
promoting progress. NIH frequently uses consultant help on
initiatives of this nature, including the NBS and A-76 efforts.

Coordination Groups

NIH life is filled with meetings. Additional meetings are not
always welcomed. But administrative restructuring touched
everyone at NIH. So, leaving anyone out risked increasing
the resistance to vital changes. Regular meetings became
necessary to the success of the venture.

The Academy supported regular meetings of the individual
ARAC groups, the ARAC Strategy Group, and the ARAC
Implementation Group Chairs. Each of these meetings
provided important opportunities to explain new initiatives,

share progress and encouragement, and seek coordination.
In addition, the Academy worked with NIH leaders to
provide comprehensive guidance—derived from the
literature of administrative change—in the form of the Guide
to Administrative Restructuring at NIH. A copy of the Guide is
provided in Appendix D. The Academy also supported its
own outside-expert Panel meetings which provided a
non-traditional venue where NIH leaders could come
together to consider an independent perspective not always
available within NIH.

PLAN OF THIS REPORT

The NIH Steering Committee, the individual ARAC
Implementation Groups, and others involved in administrative
restructuring at NIH operated within this overall
management environment. The experiences of each ARAC
group are summarized in Appendix C of this report, as the
primary basis for the lessons described in the body of the
report. Other major restructuring activities playing out at
NIH at the same time as ARAC, and several related work
assignments performed by the Academy, are summarized in
Appendices E-J.

In reading the summaries, one will note that they encompass
a wide variety of experiences. VWhat one group did was not
necessarily the same as another group—and neither were the
challenges they faced. So, NIH learned as much from
comparisons among the groups as from the individual groups.
In summarizing the experiences in the eight functions, the
lessons from each group were captured in relation to the
others. The Academy Panel believes this analysis enriches the
lessons from the whole NIH experience.

The lessons presented in this report are consistent with
lessons learned in many different organizational settings over
a long period of years.* But every organization needs to re-
learn them and apply them specifically to the unique setting in
which it is currently operating. The general principles only
take an organization so far. The Academy believes the lessons
contained in this report can help diverse federal agencies
achieve successful transformations in many different situations.
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‘2‘ Six Key Lessons

help implement ARAC, one group or another at NIH has

I n the year and a half that the Academy worked with NIH to
learned better ways to restructure administrative services. The

Academy and NIH observed these lessons as they developed, and

endeavored to transfer them from one group to another.

To simplify the message, the Academy grouped these lessons
into six main categories, each of which has sub-lessons that
enrich the overall point. The six lessons that follow describe
these simple, easy-to-remember prescriptions, and provide
actual NIH examples. The six prescriptions are:

I. Give the agency’s mission top priority.

2. Provide strong, sustained leadership for change.

3. Keep goals for administrative change within
manageable bounds.

4. Communicate early and often.

5. Provide sufficient change-management tools to
support smooth transitions.

6. Emphasize fact-based decision-making.

Simple as these prescriptions sound, none is easy to follow.

LESSON 1:
Give the agency’s mission top priority.

When the Academy began assisting NIH, the agency was
overwhelmed with diverse demands for changing its
administrative processes. They were coming from every side.
The whirlwind of unpredictable activities that resulted took
on the nickname, “The Perfect Storm.” The long-time
closeness between working scientists and their administrative
services aides—who were able to work the system to
respond to the scientists’ needs rapidly and effectively as their
experiments and studies opened new insights to pursue in the
search for new knowledge and new cures for human ills—
was an exceedingly important ingredient of NIH’s outstanding
mission success. Some at NIH had deep concerns that
breaking this tight bond would cause the entire ship to go
under, taking its world-class scientific programs with it.

Sustaining and improving the ability of the organization to
achieve its mission is of paramount importance to any change.
Changes that hinder the effectiveness of an organization in

Changes that hinder the
effectiveness of an organization
in pursuing its mission should
be reconsidered and revised.

pursuing its mission should be reconsidered and revised.As
the doctor’s ocath prescribes, “First, do no harm.”

LESSON 2:
Provide strong, sustained leadership
for change.

Top leadership seemed uncertain about ARAC at first. It
viewed ARAC as a highly negative subject. Even after the
department had accepted ARAC as a way for NIH to
demonstrate that the agency could perform the required
restructuring by itself, NIH left the ARAC report as a draft
and was reluctant to put out strong signals that everyone at
NIH was to put their shoulders to the wheel to get it done.
Uncertainties remained about how solid and public the
department’s support for ARAC really was, and that
uncertainty settled throughout the agency as a significant drag
on implementation activities in the less change-ready groups.
Finally, in August 2004—about a year after the release of the
ARAC draft report—the Guide to Administrative Restructuring at
NIH was released with a forthright endorsement in the front
by the NIH director and the DDM. Management also created
and announced the establishment of a new web site to keep



everyone up-to-date on the eight implementation groups,

invite comments and questions, and provide helpful resources.

A few months later, a front-page article was printed in the
NIH Record providing some further background on ARAC and
its purposes.

However, these delays had allowed denial and resistance to
tarry too long among those groups that had less interest in
moving forward. Eventually, though, management took
several steps that gradually paid off in strong messages of
urgency about building a record to demonstrate to the
department that NIH had, indeed, delivered on its promise
to implement ARAC. The first step was to create a small
Strategy Group chaired by the DDM to sort through The
Perfect Storm, begin monitoring the activities of all eight
ARAC groups, press for establishment of collaborative
ARAC groups in each area, and engage the groups’ leaders
with each other and with the Academy Panel in an ARAC
setting. The ARAC Implementation Group Chairs meetings
were used to send strong signals to all the leaders that it
was time to make progress.

Meanwhile, the Academy team was specifically tasked with
assisting all the groups to communicate with their customers
in a service-delivery context, begin developing sound metrics
(including baseline data against which to measure change, as
well as performance measures) upon which to base service
level agreements, and take a change-management approach
to readying the affected people for impending changes. Most
groups engaged the Academy in metrics benchmarking
against other agencies to help move this activity along.

Overall, the leadership exercised by top management grew
stronger, more assertive, and more effective as the process
matured and as the deadline for demonstrating results to the
department approached. The importance of cohesive and
sustained leadership is a common theme that runs through
much of the literature on change management.” Collaborative
management is a special topic unto itself, but it is becoming
more common within the federal government. It is especially
hard work and deserves increased attention.®

It seems clear now that administrative restructuring at NIH
is still closer to beginning than to finishing. It is a multi-year
challenge to federal agencies. Federal leaders should prepare

...the leadership exercised by top
management grew stronger, more
assertive, and more effective as the
process matured...
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...administrative restructuring...is a multi-

year challenge to federal agencies...A strong
governance structure will be a key ingredient
in its long-term success.

to address administrative restructuring on a long-term basis,
and leadership responsibilities for it should cascade
throughout the organization to encompass the operational
levels. A strong governance structure will be a key ingredient
in its long-term success.

LESSON 3:
Keep goals for administrative change
within manageable bounds.

NIH had thought it was making good progress in
modernizing its automated systems through its own NBS
program. But, it turned out that was not enough. Under
the PMA, government-wide automated systems were
beginning to take shape, which could ultimately replace
NIH’s own new systems just then being installed. In
addition, consolidating and reorganizing administrative
services across the whole government—and across NIH’s
parent department, the DHHS—was threatening not only
the independence of the agency’s 27 separate ICs, but also
the independence of NIH itself, all for purposes of economy
and efficiency. And the government-wide requirement to
compete with the private sector to keep each function of a
“commercial” nature within the agency or contract it out,
again to improve economy and efficiency, was challenging
existing ways of doing business—and requiring a brand new
activity that NIH had not performed before. This new
activity was specified by OMB Circular A-76.

The ARAC initiative was devised to cope with these
outside forces in a coordinated and more effective way,
and to demonstrate that NIH could by itself achieve the
administrative efficiencies being demanded—without
resorting to consolidating various functions into
department-wide or government-wide organizations.

As these tugs and pulls became stronger, ARAC, A-76,and
NBS emerged as sometimes competing and sometimes
reinforcing initiatives. VWhether to integrate them or
protect their independence from each other became an
issue. Depending on whom you asked, keeping them
separate was either slowing the progress of administrative
reform or keeping it on track. Each one had a different
genesis and was operating under different rules.

National Academy of
Public Administration

‘6
)| 4



To a large extent, the ARAC effort was successful in
convincing DHHS to let NIH show that it could reach the
department’s goals for consolidating and downsizing its
administrative functions under its own steam. But this
agreement neither fully preserved NIH flexibility to
determine how to reach some of these goals, nor did it fully
integrate the three restructuring initiatives operating within
NIH. For example, in the HR consolidation, the department
still determined the timing, the organizational structure and
functions of the consolidated office, and the staff ceiling
under which it would have to operate. ARAC was a short-
term response mechanism designed to produce clearly
demonstrable results within a year or so. And NBS was a
multi-year program that began long before ARAC and would
extend long afterward. The A-76 competitive sourcing
initiative, just beginning at about the same time as ARAC,
was designed as a decade-long program to eventually
compete all the agency’s commercial-type activities against
the private sector as a means of controlling costs.

...the ARAC effort was successful in
convincing DHHS to let NIH show
that it could reach the department’s
goals...under its own steam.

NIH had no experience in managing such a complex set of
simultaneous administrative restructuring initiatives. And
neither did other federal agencies. This was hard work,
mostly being invented on the fly. But, NIH met many of the
goals, and earned a reputation within the Administration as
an effective engine of administrative restructuring.

As one might expect, however, mistakes were made. Some
unexpected impacts emerged. Some service levels
deteriorated. Morale took a hit. Not all the goals were
met, and some had to be changed. No one considered the
cumulative impacts of all these simultaneously-occurring
changes on the organization, its people, and its mission.

Obviously, NIH bit off more than it could chew, but it had
to. There was little time, and only meager management
data, with which to prepare empirical analyses of the
impacts of proposed changes. NIH learned the hard way
that administrative restructuring goals should be based on
empirical analyses that take into account baseline
conditions, measures of desired performance, costs,
potential human and organizational impacts, consequences
for the agency’s mission, alternative approaches, and a
practical schedule for implementation.

No one considered the cumulative
impacts of all these simultaneously-
occurring changes...NIH learned the
hard way that administrative
restructuring goals should be based
on empirical analyses...

NIH began to adjust, learning to incorporate change faster
and cheaper whenever possible. NBS learned to beef up its
change-management program to make smoother transitions.
NIH established a whole new office for the A-76 program
and got improved consultant help to prepare more realistic
competitive proposals in succeeding years; and it also
established a new Transition Center to take care of workers
not employed in the organization that won the bidding.
Several of the ARAC groups were able to adjust their goals
to bring them into better alignment with reality through the
consultative relationship they developed with the customers
for their services; the IT, budget, EEO, and acquisition groups
provide examples.

The HR group had none of the flexibilities available to the
other ARAC groups, NBS, and later A-76 efforts. HR
became the poster-child for how not to do a consolidation.
It met its consolidation, downsizing, and schedule targets—
and is often cited outside the agency as a major success.
But inside NIH, HR became an example of reduced services
and deteriorating morale—both inside the newly
consolidated office and among its customers. This change
was made based on the anticipated availability of efficient
new automated systems, but it was implemented before the
software was capable of operating as advertised. The HR
office struggled to correct these shortcomings, but it had a
long way to go. Had it used the change-management and
software acceptance procedures built into (and steadily
improving in) the NBS program, it would not have had such
a long way to go.

It is often said that the good manager finds a way to derive
benefits from adversity. Slow the rate of change if it is too
fast. Increase the speed of response if the change cannot be
slowed. Creatively use whatever flexibility is available. Look
to outside resources and collaborative sources of new ideas
wherever they can be found. Get beyond denial, and take a
proactive stance so the change will not simply roll over the
organization. That's the advice generally given for navigating
through The Perfect Storm of administrative transformations,
such as those facing NIH in 2003-2005.



As administrative reforms progressed, the Academy staff was
tasked to evaluate the impacts of the HR consolidation
(Appendix 1), the cumulative impacts of the various
administrative restructuring initiatives on IC workloads
(Appendix H), and the implications that the roll-out of new
financial and travel NBS software systems had for the
organization and staffing of the Office of Financial
Management (Appendix J). All three of these special studies
dug deeply into the changes that occurred, and found that
some organizational, staffing, and measurement adjustments
would be beneficial. The clear lesson is that NIH needs the
capability to assess progress and problems and make mid-
course corrections.

Creatively use whatever flexibility is
available...make mid-course corrections.

LESSON 4:
Communicate early and often.

Open communication is a significant challenge for NIH.
Consistent with best practice, the Guide to Administrative
Restructuring at NIH put everyone on track to communicate
early and often while planning and implementing
administrative changes. The NBS protocols also set
requirements for communications to begin substantially
before the actual change occurs, and continue throughout
the change process as well as afterward. They address all
the various audiences that have a need or desire to know
what's going on, gather feedback on what is being planned,
and seek to meet the needs of affected people and pick up
lessons learned for improving the process the next time.
The EEO ARAC group followed this communications
template in its work—to good advantage—and the
acquisition ARAC group began taking the same route in
2005, as it took on the serious work of organizing a small

The NBS protocols...set requirements for
communications to begin substantially
before the actual change occurs, and
continue throughout the change process
as well as afterward.
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number of consolidated service centers in preparation for
the introduction of the procurement module of NBS.
However; at the policy level—when considering such issues as
developing broad strategies for change, meeting
Administration and departmental requirements, developing
implementation plans, and dealing with unanticipated impacts
of changes already made—communications often were
considerably more constrained. Competing interests
between the Office of the Director and the ICs, between
NIH and the department, and between the IC culture of
independence and the Administration’s and department’s
culture of consolidation and downsizing, drove policy-making
communications into a defensive and much less open posture.
Instead of reaching out to get everyone’s ideas about options
for proceeding, the process tended to tighten the circle to a
small number of people who pinned down all the details
before announcing a decision. Thus, many key discussions
were closed, and the distance between “management” and the
ICs lengthened. Good ideas were lost, as frustration grew
and management was often seen to be unapproachable.

An illustration of the distance between “them and us” was
provided by the Academy’s survey of NIH Administrative
Officers (AOs) regarding unanticipated workload shifts
resulting from administrative restructurings. Approximately
440 AOs were surveyed, and 70 percent replied within three
days to a series of detailed close-ended questions. Many of
the respondents, collectively, added a hundred pages of
written responses to a few open-ended questions that let
them elaborate on their experiences with these shifts and
how they thought the situations could be improved. They
knew the survey was being conducted for top management,
and appeared to view this as a rare opportunity to satisfy
their hunger to be heard. This survey broadened the circle
of ideas thrown into the mix, and enriched the dialogue on
an issue of great importance and widespread interest.

[At the policy level] more open two-way
communications. ..could help to produce
more timely and better results. ..

The late and sparing use of general media for spreading the
word about administrative restructuring—mentioned
above—seems to be rooted in a perception that this topic is
so negative that it is best left alone. But that view inhibits
clear and strong leadership, allows progress to lag, and wastes



precious time for producing results. The consequence is a
rush to produce late in the game, when time to “do it right”
is scarce. More open two-way communications—begun
earlier and continued throughout the process—could help to
produce more timely and better results, or at least to identify
goals that may need to be modified.

On this latter point, two ARAC cases illustrate how a more
open policy process might be beneficial. First, when the NIH
Center for Information Technology began discussing the
ARAC goal of consolidating all the NIH IT networks into
one, it became apparent that many millions of dollars and a
great deal of disruption would be involved if it were done all
at once. So the goal was officially changed to move toward
the larger goal over time, on a case-by-case basis when new
networks are built and old ones need major renovations.

In the second, contrasting, case—consolidating the few
remaining large conference rooms and individual IC facilities
management and renovation operations to bring them
under central control and in line with established
delegations of legal authority—the issue was not joined until
late in the ARAC effort, alternatives were not considered,
and little progress was made against fierce opposition.

Overall, the Office of the Director is not in a strong position
to consolidate or unify services, relative to the individual
ICs—especially the large ICs. Twenty-four ICs get direct
appropriations, prepare their own budgets, and often can
veto or simply not go along with NIH-wide policies and
decisions. So, central management is acutely sensitive to IC
needs and positions.

This hypersensitivity placed the NIH central management
offices in the middle between the decentralized culture of
the ICs and the centralizing culture of the Administration
and the department. This uncomfortable position led to a
conservative—more closed than open—approach to
communication. On the ARAC web site, for example,
relatively little information was posted, because it took too
much time and effort to make sure no one would object.
And very little use was made of the widely read and highly
regarded NIH Record to promote wider understanding of
administrative restructuring and to provide specific news of
actions being taken that might have potential to affect large
numbers of people.

The bottom line is that too much time is spent on
protective strategizing about communications—to make

sure nothing provocative gets out. In comparison, too
little time is spent on communications meant to stir
productive and energizing dialogues that could enrich the
ideas under consideration.

This communications difficulty represents a dilemma. In
many of the situations that NIH faces, risks are associated
with open communications, and the risks need to be
weighed carefully. But moving toward openness in more
cases—as NIH has been able to do with some specific
systems transitions—could also have value. Searching for
increased opportunities to conduct open communications
should receive greater consideration. The Guide to
Administrative Restructuring at NIH lays out six best practice
principles of effective consultation that could help this
effort succeed (see Box |). Reformers at the U.S. Internal
Revenue Service—a really hard case compared to NIH—
recently found that results were almost always better
when management engaged their stakeholders before they
decided the issue than if they decided first and then had
to explain the decision.’

Principles of Effective Consultation

I. Inclusive and well known process—that
stakeholders helped to develop and agree is
fair, and that is well publicized

2. Stakeholders assisted to participate
effectively

3.Two-way exchange of information

4.Timely access to decision makers and
feedback to stakeholders

5. Satisfaction with the process

6. Influence on results

Source: Academy, Rural Transportation Consultation
Processes (Washington, DC: 2000).

LESSON 5:
Provide sufficient change-management
tools to support smooth transitions.

The NIH EEO group was ready to go as soon as the ARAC
report was accepted by the department. It was to be a full



consolidation, like HR—pulling all the jobs in that
classification out of the 27 ICs and locating them together in
a central office within NIH. But it only affected about 75
EEO employees (a much smaller number than the HR
consolidation), retained flexibility to organize the new office
in whatever way made sense for NIH, and had a year to
prepare for the actual change. It also had a collaborative-
style leader who used a lot of communication and a full set
of change-management tools to help make everyone
affected as ready as he was to support change and to have a
voice in what the change would be. In its second year, the
reorganization progressed relatively smoothly; no one has
called it “the next HR”—the dreaded term applied at NIH
to risky and failed reorganizations.

Like the EEO group, the IT and acquisition ARAC groups
established collaborative committees of their customers as
soon as the report was accepted by the department. Both
groups also welcomed the Academy/NIH support team into
their meetings as soon as the contract for assisting NIH was
signed, and they began probing for ways in which the
Academy could help them achieve their goals. In contrast,
four of the ARAC areas were heavily staff-oriented, and did
not engage with the Academy/NIH support team until late in
the process. One never did establish a group for the
Academy/NIH support team to work with. The HR group,
which had no opportunity to “get ready” to change originally,
and virtually excluded the Academy/NIH support team for
much of the first year of the ARAC effort, subsequently made
very substantial direct use of Academy assistance.

So, clearly, some groups are more ready than others to take
on an assignment to change, to reach out to their customers
by forming implementation groups, and to take advantage of
support from outside resources. The DDM began to set
deadlines for the ARAC groups to demonstrate progress,
instituted regular progress reporting by the groups, and
established a monthly meeting of all the ARAC group chairs
to engage them in a peer setting to encourage the less-ready
ones to come along. In addition, each of the chairs was
invited to two Academy Panel meetings to report on
progress and to present ARAC implementation plans. Before
NIH allowed them to present their plans to the Academy
Panel, they were required to get them cleared by the NIH
Steering Committee—the top group in the NIH governing

...take an explicitly change-
management approach to [the]
implementation effort.
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structure. These “forcing mechanisms” eventually engaged all
the groups more fully in the ARAC process—ready or not.

Obviously, some of the groups—by the nature of their
goals—had more need than others to work collaboratively
and to seek external help. But, once engaged, the
Academy/NIH support team was able to provide valuable
assistance to even the most reluctant group. So, cultivating
a readiness to open up to the change process appears to
be worthwhile.

EEO was the first ARAC group to take an explicitly
change-management approach to its implementation effort.
It held several off-site retreats for EEO professionals as
well as representatives of potential customers—the
purposes of which were to gather and begin addressing
concerns and ideas about how to proceed, and to begin
building a unified team approach. The EEO group also used
surveys and one-on-one interviews with all directly
affected employees. In addition, frequent communications
and briefings of NIH leadership groups were maintained—
as well as an actively refreshed web site, which this group
established before the ARAC-specific web site opened. In
addition, this group mapped the relative roles and
responsibilities of the new consolidated EEO office and the
ICs both before and after consolidation—so all could see
exactly what consolidation would mean.

Much of this process mirrored the change-management
process in NBS. That process had been used to roll out the
first two modules of NBS software, and was later
strengthened as a result of follow-up assessments. The
acquisition ARAC group began using a similar process to
consolidate the contracting service centers scheduled to
open by October 31,2005, ahead of the roll-out of the
acquisition module of NBS software planned in the first
quarter of calendar year 2006.° And some of the same
techniques found their way into the A-76 process, which
learned from the grants MEO case that better preparation
ahead of establishing MEOs would be beneficial.

Learning-by-doing has been an important development in
improving change management at NIH. Each succeeding
change-management effort has improved by learning from
the previous one. This sharing of lessons within an agency—
and by benchmarking against other agencies—is an
important practice that deserves more attention."

Providing independent, third-party expertise and external
benchmarking can help to bring in outside perspectives and
off-set the natural tendency toward parochialism.
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Each succeeding change-
management effort has improved
by learning from the previous one.

Box 2 lists the main change-management tools used at NIH.

Tools for Managing Change
(illustrative list)
* Representative implementation groups
* Frequent information sharing
* Input from affected parties (at all stages)
* Benchmarking against other comparable
organizations
* Training in change-management concepts
and processes
* Detailed planning for the transition
* Counseling for individual employees affected
* Training for new job skills
* Re-employment services (for employees not
placed in the new office)
* Mid-course adjustments in goals, procedures,
and schedules
* Lessons for implementing change better the
next time

A question for the future is whether it would be beneficial
to combine all the change-management resources in one
place. At NIH, they are centered largely in NBS, but that is a
temporary resource devoted principally to rolling out a few
of the major new software systems. At the same time, the
A-76 program has developed some similar, but more
narrowly conceived, capabilities for the much longer-term
competitive sourcing initiative. At some point, the NBS
capability will go away, but the need for change-management
tools is likely to continue for other purposes. NIH should
consider consolidating change-management resources and
making them available on a long-term basis.

...the need for change-management tools is
likely to continue...NIH should consider
consolidating...and making them available
on a long-term basis.

Change-management processes have the potential to put a
human face on administrative restructurings. This applies
not just to the effects on individuals, but also on groups.
The typical change-management program focuses on helping
individuals through reorganizations that may change their
duties, where they work, and what new qualifications they
may need to acquire. But it usually does not look for
identifiable demographic patterns that may show potential
inequities. At least one case of a person with disabilities
being potentially disadvantaged by the A-76 process surfaced
at NIH. It is important that NIH’s EEO office continue to be
involved in the design and evaluation of restructuring
initiatives to make sure these concerns are addressed.

LESSON 6:
Emphasize fact-based decision-making.

As the sound metrics appendix (G) shows, management
metrics are not a strong suit at NIH. However, this has
been recognized and the Director is pushing for better
metrics. In addition, the recently revised OMB Circular A-
123 (December 2004) is calling for improved internal
management control metrics, and the installation of new
systems software provides an excellent opportunity to think
this through. It is especially important that these metrics be
readily reported to appropriate levels of management in a
timely manner when they indicate the need for potential
corrective actions.

The general lack of NIH-wide metrics is, in part, a result of
the long legacy of decentralization. Even the NIH risk
assessment process has used very little data.That process
has been based largely on subjective ratings by
knowledgeable officials, instead of objective data.

The ARAC work sensitized a significant number of NIH
employees to the need for more program metrics.
Nevertheless, the agency remains far from having a culture
that manages by numbers. Although not everything can be
managed by numbers, much more can be managed that way
than has been the case at NIH. The ARAC benchmarking by
the Academy has verified this point, based on practices at
other organizations. VWhen key factors in decision-making
are hard to measure quantitatively, assess them qualitatively.
That is much better than leaving them out.

Discussions were also underway during 2005 to improve
NIH’s internal management controls—to provide greater
assurances that NIH is operating in a manner as risk-free as
possible—and the Academy was also tasked with helping
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Thus, looking across all the enhanced management
requirements that NIH was facing, the potential emerged for
L better metrics to help improve program performance, guard
to measure quantltatlvely, against unfair and improper impacts on individuals or classes
assess them qualitatively. of people, document the restructuring goals achieved, and
tighten internal controls. In particular, better cost data were
found to be needed to document efficiencies achieved and
to support more realistic A-76 competitive sourcing
proposals. Better metrics provide a win, win, win
opportunity.”

When key factors...are hard

NIH in this effort. This examination found that potentials
for the metrics needed to improve these controls are not
well developed at NIH. Even as NBS is being rolled out, for
example, management control metrics have not been a
significant focus in determining the adequacy of these new
systems. The discussions also emphasized the desirability of
creating incentives for this activity by including measurable It is vital for top management to have an
performance provisions in employee evaluation contracts as

I . evaluation resource...better metrics to
an incentive for reaching this goal.

help improve program
It is vital for top management to have an evaluation performance... [and] better cost data...
resource. This resource needs to be readily at hand to meet
needs as they arise, but also needs to be used regularly to
look into systems and procedures that might cause risks to
program performance, or pose financial, legal, or other
liabilities. The agency’s regular evaluation funds are located
in the Office of Science Policy, so have not normally been
available to the management offices. In addition, staffing in
the NIH Office of Management Quality—where internal
management controls and similar issues are handled—was
substantially reduced to set up the new office that addresses
A-76 needs. So, an evaluation capacity of this sort will need
to be reestablished largely anew.

...the Director is pushing for
better metrics...and the
installation of new systems
software provides an
excellent opportunity to
think this through.
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“‘ Conclusion

Current trends in administrative management at NIH and other federal
agencies appear to be going in two opposite directions at once.
Administrative capacity is being downsized and squeezed for resources. But,
at the same time, many new administrative duties are being added. The
Academy’s AO survey at NIH (Appendix H) begins to illuminate this dynamic.
It shows, for example, that not only have consolidations shifted workloads
back to the ICs where the administrative people needed to do them were
removed by the consolidations, but new work—never done before—has
been added on top. The new work required under the expanded A-76
requirements, the new emphasis on strengthening internal management
controls (government-wide and at NIH), and the need to fund new
Homeland Security measures within agencies’ existing budgets are among the
forces increasingly straining declining administrative resources throughout the
government. A reevaluation of this situation is overdue.

In light of the NIH experience, we conclude that administrative restructuring
in the federal government is likely to continue for many years. Success in
meeting this challenge will require careful application of all the lessons
learned at NIH—and more. In addition, the lessons will need to be put
together like pieces of a puzzle—with everyone working together to tailor
their efforts to their agency’s specific circumstances.
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Notes

'For a recent exposition on this subject, see: Committee on Business Strategies for Public Capital
Investment, National Research Council, Investments in Federal Facilities: Asset Management Strategies for the
2 st Century (Washington, DC:The National Academies Press, 2004.)

*See: Appendix F for a description of NIH’s NBS experience and the lessons demonstrated by it.

*This temporary 26-member committee was chaired by the NIH Deputy Director and included Institute and
Center Directors, senior executive staff from the Office of the Director and the Institutes and Centers as
well as members of the Intramural and Extramural programs.VWorking groups were formed to focus on eight
functions: acquisition, budget, equal employment opportunity, facilities, finance, grants management, HR, and IT.
Each working group was co-chaired by an Institute or Center Director and a senior NIH executive with
functional expertise. An unpublished report was prepared by each working group. The ARAC report
recommendations were based on the working group reports.The draft ARAC report was presented to and
informally accepted by DHHS, but was never formally published or widely publicized.

‘See: Appendix D, Guide to Administrative Restructuring at NIH (August 2004) Part Il, pp. 17-26

*An MEO is a federal agency’s in-house staffing plan for an “A-76” competition, representing the most
efficient and cost-effective organization it would establish and use if it won the competition. The MEO
proposal is compared to the bids submitted by private-sector companies. A-76 is the number of the
OMB circular that defines and guides the required “competitive sourcing” process.

*For example, a similar collection of organization-change experiences in government agencies identified
eight lessons: select the right person, clarify the mission, get the structure right, seize the moment,
communicate (x3), involve key players, engage employees, and persevere. See: Abramson and Lawrence,
eds. Transforming Organizations (New York: Rowman and Littlefield Publishers Inc.,2001). Another
contemporary account of federal agency reform identified nine principles for successful change: improve
how the organization performs; get the right people in the right jobs; use the right measurements and
incentives; update organizational structures, business practices, and technologies aligned with customer
needs; know what is really going on at the front line; maintain open and honest communication inside and
outside the organization; make real changes; recognize that the right governance and leadership are more
important than rules and mandates; and recognize that the organization’s context limits the amount of
change. See: Rossotti, Many Unhappy Returns (Boston: Harvard Business School Press, 2005) pp. 293-299.

’See: Harokapus, Transforming the Department of Defense: Creating a New Defense Procurement System, in
Abramson and Lawrence, eds. Transforming Organizations, pp. | |-55.

®For a contemporary discussion of this topic, see: Eugene Bardach, Getting Agencies to Work Together:The Practice
and Theory of Managerial Craftsmanship (Washington, DC: Brookings Institution Press, 1998.)

’Rossotti, Many Unhappy Returns, pp. 221-237.
"“This software roll-out was subsequently delayed until fiscal year 2007 for funding reasons.

""For a contemporary discussion of this topic, see: Nancy M. Dixon, Common Knowledge: How Companies
Thrive by Sharing What They Know (Boston: Harvard Business School Press, 2000.)

"For a contemporary discussion of management metrics, see: Kaplan and Norton, Strategy Maps: Converting
Intangible Assets into Tangible Outcomes (Boston: Harvard Business School Press, 2004.) It is important to
remember however, that the four dimensions of the balanced scorecard discussed in the Kaplan and
Norton book are business oriented. For public sector cases, a fifth dimension should always be added:
effectiveness in achieving public policy goals and agency missions.
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NIH staff contributed to the knowledge that is the basis for this report. Those cited here include
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identify and explain the experiences and lessons addressed in this report. The titles are those the
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Leonard Taylor, Acting Director, Office of Research Facilities Development and Operations
(ORF)

B-1



APPENDIX B

Pam Dressell, Special Assistant to the Director, ORF
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DESCRIPTION OF NIH ADMINISTRATIVE RESTRUCTURING EFFORTS
IN EIGHT FUNCTIONAL AREAS

This appendix provides details about the administrative restructuring experience at the National
Institutes of Health (NIH). It begins with brief background on the key drivers of the changes and
the context in which the changes occurred—and continue to occur—at NIH. Then it describes
NIH’s corporate approach to restructuring. Next, it provides an overview comparing the goals
and approaches to change in the eight functional areas that were the focus of the restructuring.
This appendix concludes with detailed descriptions of the eight areas goals, accomplishments,
and approaches to change.

BACKGROUND
The Gover nment-wide Impetusfor Change

Government-wide initiatives, led by The President’s Management Agenda (PMA), are pushing
federal agencies to make sure they have a positive impact, improve performance, and are as
efficient as possible. In response, the Department of Health and Human Services (DHHS) has
mandated major changes in how the agency goes about its administrative activities in support of
itsmission. In turn, NIH has, on its own initiative or in response to DHHS mandates, embarked
on numerous restructuring efforts to meet the PMA goals.

The PMA vision is citizen—not bureaucracy—centered, | Toref orm government, we
results-oriented, and market-based. The PMA sets forth five | must rethink government ...

government-wide initiatives: Government likesto begin
things—to declare grand new
e Strategic management of human capital programs and causes and
e Competitive sourcing national objectives. But good
e Improved financial performance beginnings are not the
e Expanded e ectronic government meetSine o ﬁjcc&dss_. b
e Budget and performance integration mattersin theendis

completion. Performance.

In 2004, Executive Order 13327, “ Federal Real Property Asset | Results. Ngtiugalr:.‘aking :
Management,” set forth a sixth initiative: improved promises, but maxing good on

. i - promises.
stewardship of government-owned facilities. George W. Bush

These initiatives work in concert with many ongoing and new legislative initiatives—including
the Government Performance and Results Act and the Human Capital Officer Act—to redirect
the government’ s focus toward performance management.

DHHS is following the lead set by the PMA. In 2001, the department began efforts to improve
management and, generally, operate as a single organization administratively. The department’s
“One HHS’ initiative calls for consolidating and streamlining administrative functions to
improve efficiency and effectiveness, and to reduce costs by streamlining structures, eliminating
redundancy, staffing appropriately, and simplifying procedures. The initiative also calls for
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these changes to be undertaken in an “employee-friendly” manner, honoring former Secretary
Thompson’s commitment to consultation and continuous communication with stakeholders, and
ensuring that everyone can keep ajob.

DHHS has taken, or is taking, several initiatives to carry out the “One HHS” initiative. Key
efforts, begun in 2001, include:

e Deployment of the Unified Financia Management System (UFMS), in order to achieve
greater economies of scale, eliminate duplication, and provide better service delivery

e Consolidation of the 40 or more separate human resources (HR) offices into four DHHS-
level offices, and concurrently, deployment of new personnel processing software. The
agency expected to achieve at least a 25-percent reduction in administrative staff and
planned to redepl oy those resources to mission-critical areas’

e Consolidation of administrative functions, such as budget, information technology (IT),
procurement, grants management, and finance, at the operational division (e.g. NIH)
level, where possible

e Reduction in bureaucratic layers to make the agency more “citizen-centered.” The goal
was to have no more than four management levels

These DHHS mandates, as well as renewed emphasis on competitive sourcing (as directed by the
Office of Management and Budget’s—OMB—Circular A-76), were key drivers in moving NIH
to reassess its administrative operations.?

The Context for Administrative Restructuring at NIH

In October 2002, the Director of NIH requested that administrative functions be studied to
determine an appropriate organizational structure that would facilitate program leadership and
governance, maximize operational efficiency, expedite communications, and encourage
information sharing between clients and service providers. A new, temporary, NIH-wide
Administrative Restructuring Advisory Committee (ARAC) was charged with developing
specific recommendations to achieve these general goals®> The ARAC goals were increased
administrative efficiency and cost savings, enhanced mission performance, and improved
administrative services to scientists.

! As discussed later in this appendix, NIH's HR function was not consolidated at the DHHS level, but was
consolidated, instead, at the NIH level.

2 OMB Circular A-76 establishes federal policy regarding the performance of commercial activities, stating that “the
government shall not start or carry on any activity to provide a commercial product or service if the product or
service can be procured more economically from a commercial source.” Competitive sourcing is commonly
referred to as A-76.

% The 26-member ARAC was chaired by the NIH Deputy Director and included Institute and Center directors, senior
executive staff from the Office of the Director and the Institutes and Centers as well as members of the intramural
and extramural programs. Eight working groups were formed to focus on eight functions. Acquisition, Budget,
Equal Employment Opportunity, Facilities, Finance, Grants, Management, HR, and IT. Each working group was
co-chaired by an Institute or Center director and a senior NIH executive with functional expertise.
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As noted above, the impetus for this effort was largely external. In responding to these
consolidation initiatives, NIH wanted to maintain control over its own administrative functions,
rather than have them consolidated into DHHS-wide offices. A 1997 consultant study had
recommended that most NIH administrative functions be located as closely to the Institutes and
Centers (ICs) as possible, in order to maximize the potential for good science. DHHS-level
consolidations would be inconsistent with that advice, and with the agency’s long-standing
practice.

But the goals of PMA and “One HHS’ aso made a legitimate point and, internally, the NIH
Director saw a need to improve management information and increase administrative efficiency
wherever possible. Among other things, increased efficiency was a way to limit the resources
committed to administration and to protect or increase the amounts that could be directly
dedicated to the agency’s scientific mission. This administrative effort also paraleled the
Director’s Scientific Roadmap initiative, which promoted promising NIH-wide priorities to
address gaps in biomedical research that no single institute could tackle alone.

Concurrent with ARAC restructuring, two other major reforms were underway:

e At the outset of fiscal year (FY) 2003, NIH was just beginning to conduct A-76 public-
private competitions to help drive down the costs of al “commercial-type” functions.
These competitions required substantial levels of management attention, and two of them
directly impacted functional areas (grants and facilities) also addressed by ARAC.
Additional A-76 competitions are expected to take place for at least a decade into the
future—affecting both administrative and scientific activities.

e Most mgjor NIH administrative electronic software operations were being replaced—
many by NIH-purchased commercial-off-the-shelf systems, but others by DHHS-wide or
government-wide systems. Development and deployment of the new NIH Business
System (NBS) was a major focus of management attention.

The A-76 and the NBS efforts are discussed in more detail in separate appendices of this report.
Unique Challenges at NIH

Change is stressful for any organization, but NIH faced some unusual challenges, especially asit
sought to consolidate and increase consistency in its administrative operations. Stated generally,
the same culture that staunchly supported the scientific mission and independence of research
hindered management’ s ability to achieve consistency in administrative operations. The cultural
impact of changes—like the ARAC recommendations that would remove some authority and
personnel from ICs where they had been directly supporting scientists, and place them in amore
distant central office—would be very substantial.

This factor contributed heavily to the unique challenges NIH management faced as it moved to
implement administrative change. The sheer scope of change and some negative experiences
with early attempts intensified these challenges.
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Unprecedented extent of change: The changes proposed for NIH—ARAC, A-76, and NBS—
were substantial in both size and scope. And several fundamental changes were mandated to
occur over extremely short timeframes. Some of the changes also were substantial enough that,
taken alone, they would have impacted the entire agency and its core scientific mission.
Together, they increased the size and complexity of the restructuring task and exacerbated the
attendant uncertainty.

Negative precedent set by earlier reorganization: NIH management faced very high levels of
skepticism as it embarked on the ARAC restructuring efforts. This skepticism was reinforced
heavily by what most saw as significantly negative results of a 2002 reorganization of NIH'SHR
operations. In response to DHHS demands to consolidate, NIH had removed all HR activities
from the line authority of the ICs and put them organizationally, though not physically, under the
Office of Human Resources (OHR). Total HR staffing was reduced by 25 percent and new,
unproven, department-wide software systems were introduced, all at the same time. In fact, the
HR ARAC team, formed to identify additional consolidation opportunities, labeled the HR
reorganization a “dismal falure” The team noted, among other things, that customer
satisfaction had plummeted and processing times had increased.

While the ARAC team was working to develop additional recommendations, however, DHHS
proposed that NIH HR be further consolidated into a department-level office. Ultimately,
compromise allowed NIH to retain its HR function, but the agency had to structure its HR
function as directed by DHHS. As aresult, in October 2003, when the agency was beginning to
implement the many other ARAC recommendations, NIH-level HR was reorganized again. This
time, HR staff were physically moved from the I1Cs, staffing was again significantly reduced—
bringing the total reduction to about 40 percent—and additional new software was introduced.
Again, the NIH community saw highly negative results, seriously contributing to agency-wide
resistance to other recommended ARAC changes. NIH’s experiences with HR restructuring are
discussed in more detail |ater in this appendix.

Preeminence of science: NIH is a world class scientific organization, one in which scientists
traditionally have been shielded from “everyday” administrative tasks. The agency culture
traditionally has expected excellent administrative support that leaves scientists free to pursue
their scientific research unimpeded by bureaucratic burdens. Scientists always expected these
high-quality services to be convenient, and were used to receiving most of them from staff who
were co-located with them and easily reachable. While scientific exploration thrives on change
and new discoveries, scientists were resistant to administrative changes they perceived as being
disruptive.

Decentralized structure: The 27 ICs in NIH enjoy significant levels of autonomy. In fact, 24 of
them have separate appropriations. Members of the NIH community frequently describe the
culture as one of “consensus’ management, meaning that all 1Cs have a chance to weigh in on
major decisions. In practice, however, it means that individual ICs, especially large ones, can
prevent consensus and, in effect, prevent management from taking consistent action across the
whole agency.
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Lack of a perceived problem: Although many of the recommended ARAC changes were
developed in-house, the initial impetus for change came largely from outside—many in the NIH
community did not believe administrative services were “broken.” They were reluctant,
therefore, to support changing them.

Change is easier when problems are obvious, solutions are clear, and those who will be affected
agree that the change is needed.

Lack of NIH-wide data: Many of the administrative functionsin NIH have been decentralized for
many years. |Cs determined for themselves how many resources to devote to specific functions
(such as HR and budget preparation), used their own appropriations to support those operations,
and carried out many functions very differently from other ICs. Consequently, available data—
even when supported by centralized systems—were incompatible across ICs. For this reason,
NIH lacked much of the agency-wide management data needed to assess the current costs or
processes used, to predict potential savings, or to objectively determine success or failure of the
administrative changes.

An uncertain future: While it is clear that many of the factors pushing change will continue for
the foreseeable future, the specific form that change will take is uncertain. Even while NIH is
working to consolidate internally, DHHS is moving forward on department-level consolidation
efforts—in acquisition and other areas—that could ultimately subsume related NIH efforts.
Change is also being considered on a government-wide level. Plans have aready been
announced for HR service centers that would provide basic HR services for multiple departments
and agencies. The entire playing field could shift, and NIH knowsiit.

NIH'SAPPROACH TO ADMINISTRATIVE RESTRUCTURING
Management’s I nitial Organizational Efforts

The ARAC effort’s purpose was to unify the several major ongoing efforts and to develop and
consider additional restructuring proposals. It began in the spring of 2003, working through
eight subject-matter subcommittees (one for each administrative function being addressed), and
drafted an overall report in June 2003. The ARAC report was reviewed and accepted by the NIH
leadership team and the Steering Committee over the summer of 2003, and was informally
agreed to by the Department in the fall of 2003. The department’s agreement provided NIH an
opportunity to restructure itself in lieu of having some of its administrative functions
consolidated into DHHS.

By early caendar year 2004, aleader had been designated to guide implementation of the ARAC
recommendations for each of the eight functional areas. In some cases, the leaders were
identified earlier and work was well along by this time.

The National Academy of Public Administration (Academy) also began working with NIH in
January 2004, to assist in implementing the ARAC recommendations. NIH and Academy
representatives formed a small strategy group that met monthly to check status and develop plans
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for ensuring progress. Representatives from the Office of Management Assessment (OMA) and
the Academy were assigned to each functional area to provide guidance, assistance, and
resources for each area. High-level NIH management began encouraging the functional area
leads to put together implementation groups (IGs), start fleshing out the ARAC
recommendations, and develop specific implementation plans. Some groups began meeting
almost immediately.

The Academy aso established an expert Panel to advise NIH management as the restructuring
initiatives proceeded. The Panel met nine times with the NIH officials directly responsible for
the restructuring initiatives between March 2004 and August 2005. In addition, the Panel met
with NIH Director, Dr. Elias Zerhouni on April 27, 2004, to get a fuller understanding of NIH
needs. At akey point in the process, the IG leads in al eight areas had opportunities to brief the
Panel on the groups status and to talk directly with the Panel about their approaches,
implementation plans, and progress. In November 2004, the Panel communicated specific
suggestions to NIH intended to help facilitate the agency’s ARAC implementation change
efforts.

Activitiesin Support of the Implementation Groups

In the summer of 2004, NIH took severa steps to provide guidance for, and ensure progress of,
the restructuring effort. Functional leaders who had not yet established an |G were strongly
encouraged to do so. Management began meeting monthly with 1G leads, as a group, to discuss
the status of their efforts, and urge them on. And, with Academy assistance, NIH initiated an
NIH-wide web site to provide background and status information for each of the functional
areas.

In August of 2004, NIH distributed the Guide to Administrative Restructuring at NIH (Guide).
Initially drafted by the Academy staff and commented on extensively by the Academy Panel, the
Guide:

e Made it clear that NIH leadership was committed to implementing the ARAC
recommendations

e Set forth ten principles established by the NIH director to govern the process

e Set forth basic requirements for the 1Gs, including developing an implementation plan
which, among other things, would set clear goals, specify tasks and responsibilities, track
progress, link to related change efforts, and identify the resources necessary to reach the
group’s goals (Figure C-1 reproduces a checklist from the Guide, listing primary
responsibilities for each 1G)

e Established the process through which NIH’s Governance Structure would be involved in

approving any significant changes from the ARAC recommendations and approving each
group’s implementation plan
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e Provided advice and guidance on how to carry out key activities, such as performing gap
analyses, developing performance measures, communicating with stakeholders in NIH,
and devel oping change-management strategies

In the fall of 2004, NIH management directed each |G to present its implementation plan to the
NIH Steering Committee for approval. By February 2005, all but one of the eight
implementation plans had been approved.

NIH tasked the Academy with several specific efforts, in addition to the genera assistance
provided throughout. These included efforts in direct support of the Office of Financia
Management (OFM) and OHR reorganizations, and an NIH-wide study of the cumulative
impacts of the many changes that had been occurring in NIH since 2002. In the fall of 2004,
NIH also tasked the Academy to assist all eight ARAC IGs to develop baseline data and
performance measures to help track ARAC accomplishments. This work included documenting
the levels and quality of services received by the ICs immediately preceding the transition of
responsibilities in the eight ARAC administrative areas, and developing capabilities to track and
compare future performance with the baselines. (Results of all these specia efforts are
summarized in Appendices G, H, | and Jin thisreport.)

Principlesto Guide ARAC Implementation

The ten governing principles enumerated in the Guide were intended to “ensure the success of
thisimportant effort...” They follow:

Undertake administrative change that enhances the NIH research mission.

e Assume the ARAC report represents policy direction; implementation groups have
flexibility in defining an optimal approach.

e Achieve efficient use of full time equivalent staff (FTES) without diminishing services.

e Actively involve the NIH community, including customers, in planning and
implementation.

e Create customer service advisory boards for services being centralized.

e Undertake comprehensive change management, including ongoing two-way
communications and training.*

e Promote “best practices’ through benchmarking and integrating efforts with IT
initiatives.

e Utilize standard business processes.

e Ensure integrated governance through the NIH Working Groups and Steering Committee.

e Coordinate, as appropriate, with DHHS to maximize efficiencies.

* Broadly speaking, change management includes the entire spectrum of practices needed to ensure that change will
effectively address clear goals, is well-designed, is accepted and communicated, and is successfully implemented
with minimum disruption to mission and to staff. These principles address this broad view. A more constricted
view focuses on the implementation of change once decisions about the what, who and how have been made. In this
context, it seeks to ensure staff acceptance and understanding of the change, and prepares the staff and the
organization to successfully implement it. Change management is more fully discussed in the report, pp. 12-15, and
in the Guide (Appendix D) Part 11, Sec. 3.6, pp. 17-26.
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Figure C-1: Checklist of Primary Responsibilities of ARAC | mplementation Groups
(Activities that each group must perform, to the extent applicable, in developing and
implementing its Implementation Plan)

Activity Date
Completed
o Develop an Implementation Plan that includes the following steps: (See Plan Template—

Box 1)

o Establish clear goals (based on ARAC recommendations) (see Section 3.1),
including agreed upon service levels, functional statements, and performance
measures.

o Clearly specify any organizational structures to be altered, or processes
reengineered, including any transfers of employee positions and reporting
relationships. (See Section 3.6.)

o ldentify supporting information/activities needed, including current baseline
data/metrics and benchmarking of best practices. (Teams may want to benchmark
best practices against similar organizations, including individual 1Cs.) (See Section
34)

o Undertake risk assessment or gap analysis to formulate the best implementation
approach. (See Section 3.2.)

o ldentify the number of FTESs within scope of the restructuring based on functional
statements. (See Section 3.6.)

o Design a change-management strategy to ensure successful implementation,
including customer help/management systems. (See Section 3.6.)

o Design acommunication strategy to fully inform affected staff and other interested
parties about the restructuring. (See Section 3.7.)

o Establish target completion dates for tasks, including identification of significant
milestones. (See Section 2.2.)

o ldentify resources required to achieve successful implementation including
electronic systems development. (Sec Section 3.2.)

e Obtain WG approval of the Implementation Plan as well as any significant changes to

the Implementation Plan as implementation proceeds. (See Section 2.3.)

e |Implement Plan.
e Implement project management and tracking process for reporting project status. (See

Section 3.5)

e Participatein periodic status meetings with the DDM. (See Sections 2.2, 2.3.)

Establish strong rel ationships and coordination with other related ARAC

implementation groups and other on-going initiatives as needed—especially Human

Resources, Information Technology, Budget, A-76 MEQOs, and NBS. (See Section 1.0.)

e Develop and implement quality assurance mechanisms to track performance levels and
to ensure customer satisfaction, including appropriate customer service review boards

and surveys. (See Sections 3.2 and 3.3.)

o Evaluate theimpact of changes over time and capture the “lessons learned” during the

implementation process. (See Sections 2.4 and 3.9.)

" Reprinted from the Guide to Administrative Restructuring at NIH. (Section numbers refer to sections in the
Guide.) The Guide is reproduced as Appendix D of this report.
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OVERVIEW: THE EIGHT FUNCTIONAL IMPLEMENTATION AREAS
| mplementation Ongoing
Table C-1, following, summarizes the key ARAC (and related) recommendations and the status
of each IG's efforts as of June 2005. In all cases, significant implementation steps had been
taken and some planned results had been achieved. However, recommendations had been fully
implemented in only one case; in other cases, work remained to be done, and some unintended

consequences had appeared.

Major Accomplishments

As Table C-1 shows, change was essentially complete in only one area, 1T, but changes had been
made, and implementation activities were continuing, in several others.

e |T: Building on earlier consolidations of the e-mail and the help desk IT functions, NIH
consolidated the Active Directory (AD)” and network monitoring.

e Equal Employment Opportunity (EEO): Functions had been consolidated
organizationally into one office, but staff were not yet physically moved and polices and
procedures were still being developed.

e HR: Redlignments had been completed and staff had been moved, but considerable work
was underway to overcome the serious problems that accompanied the restructuring, and
to improve service delivery.

e Grants: The ARAC goals had been essentially accomplished. Consolidated entry-level
training had begun and some consistent business practices had been adopted for grants
management. Work continued to provide consolidated training beyond the entry level
and to continue to develop additional consistent business practices. Also, the Most
Efficient Organization (MEO) for certain grants processing activities began operation in
October 2004, but, by July 2005 when this report was prepared it had not yet assumed all
of the tasks for which it is responsible.’

e Acquisition and Budget: In these two areas, decisions had been made about what and
how to consolidate, and work was underway to bring the consolidations to fruition.

e NBS: Two of seven NBS modules had been deployed and further deployment of the
system remained a goal in both the Acquisition and Finance areas.

o Facilities: The remotely located installations had been brought under central management
and substantial work had been done on performance measures. However, controversy

® The Active Directory (Microsoft software) provides a continuously updated, consolidated list of legitimate users of
the network and controls accesstoit. Thisvital tool isfurther discussed in alater section of this appendix.

® An MEO is afederal agency’s in-house organization under an A-76 competition. The MEO proposal is compared
to the bids submitted by private-sector companies and the MEO is the organization that performs the function if it
wins the competition.
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over further consolidation of IC facility and conference room management stalled
adoption of an overal implementation plan, and a bid protest plus a union impasse
significantly delayed implementation of the real property management (RPM) MEO that
was designed to streamline facilities administration. The NIH MEO bid won the
competition for visual and medical arts (which includes conference room management)
and was on track to become operational by October 2005.

Unintended Consequences

Although the groups have made considerable progress toward implementing the ARAC goals,
Table C-1 aso highlights the unintended consequences that have occurred. The probable causes
of these impacts are discussed more fully in the later sections of this appendix and in Appendix
H, which presents the results of the Academy’s study of changes in IC workloads that have
resulted from NIH restructuring efforts. Generally, these unexpected results can be divided into
two broad categories, impacts on staff and impacts on services.

Staffing results: In some ways, NIH is caught in a cycle of reduced staff, increasing workloads,
reduced morale, and further staff reductions. Only two completed restructurings (HR and the
Grants MEO) purposely made significant cuts in staffing. But the impact on staff in those areas
was greater than expected.

e HR: The staff who remained after the intended staff reductions faced significantly
increased workloads, unfamiliar business processes, new physical locations and
workgroups, and, increasingly, negative feedback from customers. Morale was low and
staff felt overworked. The result was further attrition.

e Grantss The MEO faced many of the same problems as HR. As the A-76 process
progressed, grants administration staff faced significant uncertainty. Staff was to be
significantly reduced and downgraded, and everyone who wanted to work for the new
MEO had to apply for a new job. As aresult, when the MEO was created, many of the
experienced staff who NIH management had expected would move to the MEO had |eft.
Aswith HR, remaining staff faced increased workloads and negative feedback. Turnover
in the MEO was high from the beginning, and remained so.

Although the ARAC goals for EEO included a reduction in staff levels of almost one-third (from
about 90 to 64), no specific downsizing actions were needed. Attrition moved staff levels below
the lowered staffing goal. The Office of Equal Opportunity and Diversity Management
(OEODM) was working to determine the appropriate staffing level for the consolidated office, so
the extent to which the current staffing levels will need to be increased was unclear. However,
morale among EEO staff suffered from the uncertainty surrounding the planned movement of
staff—commuting patterns, work environments and co-workers will change when the move
occurs. These moves have been postponed for over a year, delayed by lack of central space in
which to house the consolidated staff. Additionally, some key leaders and division heads, on
whom the OEODM Director was relying to help fully implement the changes, left the
organization.
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Many other areas also faced unintended staffing shortages and low morale, even though formal
downsizing had not yet occurred. In many cases, the underlying factor was low morale driven by
uncertainty; in other cases, problemsin the HR hiring process made it difficult to fill positions.

o Facilities: As originally bid, the facilities MEO was designed to reduce staff in the
function by about 100. Officias reported that the uncertainty about who would lose their
positions and what alternative jobs NIH would find for them had already resulted in a
significant staff reduction even without implementation of the MEO. In turn, the
increased workload caused stress on remaining staff and lower morale, but hiring new
staff was difficult because of the difficulties in NIH's HR support, caused by staff
reductions and inadequate software systemsin OHR.

e Finance: Staffing shortages in OFM resulted in part from delegations of key staff to
support NBS and UFMS, as well as normal attrition. Delays in the hiring process at NIH
and market place shortages of qualified software specialists made it difficult to replace
|osses.

e Higher grade positions. In Acquisition, EEO, and HR, several higher-grade positions
remained unfilled for long periods of time. In Acquisition this was largely because of
uncertainties about the future organizational structure, which were being resolved. In
other cases, special NIH-wide restrictions increased the difficulty and slowed the pace of
hiring at these levels.

Service results. The restructuring changes themselves resulted in reduced services/and or

increased workloads for the ICsin at |east three areas.

NBS:. The new Oracle software introduced into OFM placed new responsibilities on the staff,
for which they were unprepared. Consequently, OFM had to rely on the NBS staff more than
expected. In addition, the new system required significant new work in the ICs, for which
they were unprepared.

HR Services. The new software implemented to support HR changed several processes as
well as the roles of the non-HR specialists in the IC staffs. For example, some of the new
systems rely on self-service functions, and neither the HR specialists in OHR nor the non-
specialists in the ICs who must use the new systems were adequately trained to use these
functions effectively. In addition, the software does not include all of the types of personnel
actions NIH performs, has been unreliable, and, in fact, has proven unable to support an
agency the size of HHS, aong with many other federa agencies. The ICs aso saw loss of
on-site HR staff as a loss of critical “pulse-takers’ who kept their eye on emerging staff
issues, and the ICs feared a similar loss once the EEO staff is physically moved out of the
ICs. Overall, the clear consensus at NIH isthat HR services have deteriorated significantly.

Grants Management: When IC positions were reassigned to the Grants MEO, it became clear
that some of the reassigned personnel had been doing tasks that were not transferred to the
MEO. As a consequence, IC staff had to pick up the slack, and ICs perceived this as a
significant increase in workload for their remaining staff. Further exacerbating the problem,
the e-grants software, anticipated throughout the government, was not yet available, though
the MEO bid was partially based on it.
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Significant Differences Among NIH Restructuring Efforts

Across the eight functions, dramatic variations existed in the ARAC recommendations for
restructuring, the approaches taken by the implementation groups, and the forces driving the
changes. No function was totally consolidated, and no function remained completely
decentralized. Therefore, each case represents some degree of a hybrid function in which it is
essential to recognize the relative roles of the central administrative unit and the decentralized
ICs.

Differencesin Extent and Risk of Recommended Changes

The nature and extent of the changes proposed by ARAC differed significantly from one
function to the next, as did the level of potential risk to NIH’s mission, if implementation were
not successful. Risk derived not only from the extent of change, but also from the importance of
the function to the scientific mission, and from the approach to, and timing of, implementing the
change.

As Table C-1 shows, high risk often was associated with major changes, and low risk with minor
changes—but that was not always the case. Table C-2, below, further highlights this
relationship.

e Minor Change/L ow Risk: The changes recommended for the Budget function were fairly
minor, as was the associated risk. The function would remain largely decentralized, only
limited functions would be consolidated, and staff would not be reduced below the
existing on-board staffing level. The potential risk to NIH’s mission was low because of
the limited extent of change.

e Moderate Change/Moderate Risk: Overall, both the recommended change and potential
risk in the Facilities function were moderate. The extent of the most significant change—
establishing the MEO—was more limited than for the Grants MEO, largely because the
staff reduction was smaller and, unlike Grants, the function was already centralized.
Therefore, there would be little, if any, transfer of personnel from ICs to the central
MEO. Likewise, the risk was moderate, largely because a mechanism for customer
involvement and service agreements was in place to monitor and mitigate the risk of
service-level deterioration during implementation.

e Major Change/High-Risk: In three areas—the Acquisition and HR functions and the
Grants MEO—major risk was associated with major change. Therisk did not derive only
from the extent of change, but also from the importance of the function.

o Acquisition: In Acquisition, for example, though no downsizing or major physical
movement of staff were contemplated, this largely decentralized activity was to be
consolidated into a limited number of service centers in conjunction with
deployment of major new software systems. Either change alone would be
significant; together they were major. Acquisition for every |C would be affected,
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and failure could have strong negative repercussions across the agency; so the risk
to mission was high.

o HR: Likewise, the very high importance of the HR function combined with the
extent of change (both organizationally and in terms of new, unproven,
software—discussed above) created the highest risk the agency faced.

o Grants: Although most of the ARAC recommendations for Grants were relatively
limited (and low risk), the effort to consolidate the key administrative processing
functions for al ICs into a single MEO affected hundreds of staff who supported
what is, by far, the largest part of NIH's scientific work (extramural research).
This presented a major potential risk. Poor performance by this new organization
could cause very serious funding problems for thousands of hospitals,
universities, and other health-related organizations throughout the nation.

e Extent of Change Higher than Risk: In three areas, the risk was lower than the extent of
change.

o EEQO: The change recommended for EEO was mgjor, but the potential risk was
relatively low. Similar to the HR reorganization, all EEO staff were to be taken
from the ICs and organizationally and physically housed in the central NIH
OEODM. In addition, the number of staff assigned to equal opportunity and
diversity programs would be decreased by about one-third. However, this major
restructuring involved many fewer workers than the HR consolidation, would not
touch everyone at NIH as directly or immediately, and was unlikely to have a
clear, direct, or immediate impact on the agency’s scientific mission. Thus, the
overall potentia risk to NIH from implementing the EEO recommendations
imperfectly was much lower than for the HR function.

o Finance: Implementing the new NBS system in Finance was a major change, not
just in software, but in terms of the business processes that the system supports.
But the risk was only moderate because of the significant attention being paid to
the change process, and the great extent to which recognized accounting standards
of good practice have been established. In addition, no downsizing of staff was
contemplated.

o IT: The recommended change was moderate because the functions being
consolidated were somewhat limited, even though they affected al 27 ICs. The
potential risk was also low because very few positions were affected, no pre-
determined staffing limits were imposed, and the effort was well-planned and
fully supported by the IT community. Both the extent of change and the risk
would have been higher had the original recommendation to centralize all local
area networks been implemented immediately, rather than over time.
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Table C-2: Summary of Extent and Risk of ARAC Changes*

APPENDIX C

(This table shows how many of the eight ARAC groups exhibit each extent/risk relationship)

Extent of Changes
Levd of Risk to NIH Recommended Total
Major | Moderate | Minor
High 3 3
Moderate 1 2 3
Low 1 2 2 5
Total 5 4 2 11

* Facilitiesis counted 3 times (ARAC and 2 MEOs) and Grantsis counted twice (ARAC and MEO), for a
total of 11 assessments. See Table C-1 for details.

|Gs' Approaches and Flexibility Varied

The approaches used by the eight IGs also varied significantly, as did the main impetus for
change and the degree of flexibility the 1Gs had as they worked to implement the ARAC
recommendations. Table C-3, following, summarizes these differences.

Inclusiveness. Some of the |G leaders were much more inclusive and more heavily influenced by
the deliberations of the ARAC group of “customers’ that they convened to form the 1G. Others
relied much more extensively on themselves and their own staffs. The more inclusive groups
also tended to include Academy and OMA staff as an integral part of their activities and took
advantage of these extra resources.

Heavy Group Influence: The 1Gs working on Acquisition, EEO, Grants, and IT
emphasized teamwork and inclusiveness from the beginning.  They included
representatives of 1Cs, OMA, and Academy staff in active discussions and group tasks,
and sought to include other stakeholders more directly—for example in one-on-one
meetings with 1C representatives and inclusion of IC representatives on sub-groups
actively working on ARAC tasks. Two of these functional areas, IT and Grants, had pre-
existing active networks of functional staff and officials, and had a history of
communication and cooperation.

Heavy Leader/Staff Influence: Facilities (ARAC) and HR relied much more extensively
on their own staff to design and implement change. In both cases, however, teams were
eventually activated, and the Academy staff was able to assist them.

Budget: The Budget 1G met infrequently, but its membership never changed significantly
from the origina one, and its efforts were coordinated and vetted through the regular
meetings of the IC budget officers. It also included broader |C representation on the sub-
teams created to work on specific tasks. Academy staff provided some benchmarking
against other federal agencies' practices.

NBS Framework: The OFM focused largely on NBS implementation, rather than on
ARAC. The NBS Project Team worked hard to be inclusive and seek input from a wide
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range of stakeholders throughout NBS design and deployment. OFM officials were
working to develop performance measures and assess organizational structure, and
sought the Academy’s help in doing so. The Academy staff provided recommendations
in both areas, based on a benchmarking study completed in the spring of 2005. (See
Appendix J.)

MEO Framework: The A-76 efforts (Facilities and Grants) were undertaken in a
framework involving high-level advisory groups and many staff-level working groups.
However, involvement by persons outside the officially designated working groups was
very dtrictly limited by the rigorously specified “firewalls’ designed to keep the
competitive process at arms length.

Impetus for change: In some areas, outside factors were the primary driversin NIH’ s decisions to

change; in others, internal decisions were the primary motivation.

External Factors. External factors were the primary drivers of change in three areas, HR
and the two major A-76 actions. As might be expected, the degree of flexibility was low
for these efforts. Changes to the HR function were mandated by DHHS—the what, how,
and when of change were a “given.” The A-76 actions had to be taken within mandated
timeframes and in accordance with strict competitive guidelines that apply government-
wide. Although NIH could design the MEO bids as it chose, there was considerable
pressure from its consultant to substantially reduce staffing in the MEO to ensure a
winning bid. This pressure significantly limited the agency’s flexibility, because once
NIH won the competition, it was bound by the strict contractual terms of the bid
proposal; any changes to it were restricted to contract modifications that had to be
justified according to very specific conditions.

Internal Factors: NIH decisions were the primary drivers for recommended changesin all
of the other functions, although, of course, the DHHS pressure to consolidate was an
underlying driver in several. These internally driven changes allowed significantly more
flexibility in terms of final designs and implementation schedules. As Table C-1
(previoudly presented) shows, each original ARAC goal was general enough to allow the
implementation group to determine the nature and extent of change or, where goals were
specified, the group had the flexibility to propose changes from the origina
recommendations. For example, the IT and Acquisition changes were predominately
ARAC-driven and some IT consolidations had taken place before ARAC began. Though
the ARAC recommendations in each case were specific, the groups used a data-driven
analytical approach and worked with the functional community to identify and get
agreement on more acceptable alternatives to achieve subsequently equivalent outcomes.
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A Final Observation

The three areas where changes were primarily externally driven (HR and the two major A-76
actions) provide a significant contrast to the other functions. Flexibility was low—the form
and/or timing of the change was mandated. In two of these three cases—HR and the Grants
MEO—the mandated change was major and the risk to NIH’s mission was high. (In contrast, the
extent of change and risk of the Facilities MEO was moderate.) And in al three cases,
implementation was planned with limited participation by the stakeholders.

Communicating About Administrative Changes Varied Among the Implementation
Groups

Because good communication is so critical to successful organizational change, it was supported
by substantial material in the ARAC Guide, and it merits specific attention here. Therefore,
Table C-4 on the following page provides an overview of the many different communication
approaches the 1Gs used to keep the NIH community aware of what was happening and to
involve them in the process as the IGs refined the ARAC recommendations and began
implementing changes. Some highlights from the table are presented below. The Academy did
not evaluate the effectiveness of each group’s efforts, but each of the group descriptions
presented later in this appendix discusses more specifically the key mechanisms used.

General Approaches

Table C-4 shows that five of the ARAC IGs used a wide array of communication mechanisms.
Although, until recently, only two groups had formal communication plans, the leadership in
each group took a systematic approach to communication.

e EEO: The EEO group worked throughout its consolidation process to communicate
extensively within the EEO functiona staff (arelatively small group) as well as with key
customers, especially the Executive Officers (EOs) and Administrative Officers (AOs) in
the ICs. It used both “passive’” means (print media, web sites) and intensive two-way
mechanisms, such as one-on-one meetings and retreats.

e Acquisition: The Acquisition group focused most of its efforts on the acquisition
community during the early part of its work, but also occasionally briefed the EOs and
other customers about the group’s process and progress. Once the final decisions about
how the function will be structured were made, the group adopted a formal
communication plan, including an extensive series of meetings with a variety of
stakeholder groups (functional and IC staff) to provide information about, and obtain
feedback on, the consolidation of service centers.
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HR: The HR experience again stands out. HR officials conducted a variety of
communication activities prior to the 2002 and 2003 reorganizations—including focus
groups, staff briefings, and an advisory committee—yet from many anecdotal accounts,
staff did not feel engaged in the process. Why these communication efforts were not
successful is not completely clear, but it appears that they were perceived to be one-way.
Efforts to get input may have been seen as less than sincere, since, in spite of vocal input
from the community for the need to keep HR staff in the ICs, everyone understood that
consolidation was a “given.” Accordingly, management was not perceived as listening.
Much later, as officials began to shore up HR services, communication took on an
increasingly important role. Customers were increasingly involved through a revitalized
advisory committee—representing HR staff as well as customers—and through
workgroups carrying out tasks in OHR’s strategic plan. A consultant drafted a formal
communication plan with goals of ensuring that both HR staff and their customers
understand their respective responsibilities, and of opening “communication through
partnership with the customers.”

Finance: Although the Finance IG did not undertake any specific communication efforts,
the NBS Project Team developed and carried out an extensive communication plan.
Among other things, it employed a series of technical, functional, and user advisory
groups to provide information. NBS officials also widely disseminated information about
the goals and progress of NBS activities through the agency’s newsletter and
management statements, as well as information provided to representative groups: 1C
Directors, Science Directors (SDs), EOs, and others. Though generally recognized as
successful in deploying the first two NBS modules, the NBS Project Team identified and
began implementing improvements to its communication approach for deployment of
upcoming modules. Some of these changes seek to ensure more effective two-way
communication and, thus, more effective stakeholder input into the change process.

Facilities: The Facilities IG did not see a need for extensive communication about the
reorganization of the off-site installations beyond negotiations with the IC managers at
those installations. Office of Research Facilities Development and Operations officials
did, however, work to keep the hundreds of facilities staff aware of the status of the A-76
competition for real property management. They posted comprehensive questions and
answers about the A-76 process on the facilities internal web site and provided support to
help staff cope with the expected changes. They also held all-hands meetings to keep the
staff up to date on the MEO's status as well as NIH’ s plans to make sure no one lost their
job. However, asthe MEO process dragged on—and questions went unanswered about if
and when the MEO would be stood up, and what would happen to specific jobs—the
briefings stopped.

Three ARAC groups focused communication efforts more directly on the functional community
impacted. In al three areas—Budget, Grants (ARAC) and IT—the extent of change and
potential impact on I1C staff not directly involved in the process were relatively limited. In each
case the implementation groups kept the functional IC leadership up to date and vetted the
group’s proposals through existing cross-1C functional management groups. For example, the
Grants 1G worked closely with the Grants Management Advisory Committee (GMAC) and the
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Extramural Program Management Committee (EPMC). In IT, monthly meetings with the IC
Chief Information Officers kept everyone informed and involved. The NIH budget director also
met regularly with the IC budget officers, and began to use those meetings to address ARAC
goals. All three 1Gs aso broadened involvement of IC functional staff by including them in sub-
groups addressing specific tasks. (The experience of the Grants MEO is discussed in Appendix

E)

Some Communications M echanisms Were More Widely Used

As each group developed its own communications approach, their methods varied significantly.

Ad Hoc Methods: Five of the eight groups used “ad hoc” methods to obtain input for
designing their changes. These included meetings with small representative groups to
develop specific aspects of changes, such as metrics; advisory groups established solely
to advise on the change; and customer surveys.

Existing Networks: Almost all of the groups used, or planned to use, the existing
networking structure in NIH.

o As noted above, this was especialy true for the Budget, Grants and IT areas,
where the functions were highly decentralized and the functional community had
an in-place group designed, at least in part, to share information across I Cs.

o The Acquisition group planned to use other existing groups, for example those
representing EOs and AOs or the EPMC, as an integral part of future
communication efforts.”

o These existing representative organizations were key drivers in alerting NIH
management to the significant cumulative workload shifts resulting from the
multiple restructuring initiatives.

|C Advocates: Although the existing, cross-1C representative groups provide an excellent
communication tool for NIH, an important limitation was identified. In their initial
change efforts, both the IT ARAC group and the NBS Project Team found that providing
information to I1C leaders (Directors, AOs, EOs, and others) did not guarantee that the
information was passed down to all IC staff. Consequently, both groups established “IC
Advocates’ and charged them with making sure staff in the ICs had access to needed
information.

One-on-one Meetings: One-on-one meetings (designed to get input about concerns of
individual staff members or individual ICs), though not as frequently used, were very
effective for the groups that used them. The leaders of the Acquisition and IT teams met
with officials from each IC, clearly demonstrating their intent to meet 1C needs and

" These groups of IC officials (such as IC Directors, SDs, and EOs) were generally kept informed about the overall
ARAC work. The efforts discussed here are meant to more actively involve them in two-way discussions about
specific initiatives.
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helping to win support. The Acquisition meetings provided detailed information on the
group’ s planned change and solicited | C preferences about the role each wanted to play in
the new structure (service center or client). The IT meetings obtained agreement on
specific timelines for implementing changes, based on each IC’s priorities. The OEODM
Director offered to meet individually with all of the EEO staff (about 70) to make sure he
understood all of their concerns and to provide information about the group’s plans.
These meetings were held in preparation for a major retreat at which the proposed
structure would be discussed.

o Retreats. Off-site retreats were extremely effective for the Acquisition, EEO, and HR
groups in facilitating two-way communication and allowing busy staff to focus on the
key issues without day-to-day distractions.

Missed Opportunities

Table C-4 also points to missed opportunities by many groups. Little use was made of the
ARAC web site or of the NIH Record to disseminate information. The EEO, Facilities, HR, and
I'T groups all had existing web sites designed to inform functional staff and/or “end users’ about
services and ongoing initiatives in their areas. The NBS project team also developed a web site,
which included frequently asked questions, to provide consistent and up-to-date information for
the entire NIH community related to the changes in the finance system. Each found the web to
be a useful communication tool. The IT group learned, however, that it is important to advertise
the existence of such a site to make it most useful, which it did in its Phase Il process. The other
groups did not use the web extensively.

Additionally, only NBS made extensive use of the NIH Record to keep the community informed.
The acquisition group proposed an article for the Record, but it was rejected. Given that the
consultant preparing the HR draft communication plan concluded that NIH staff look forward to
reading the Record regularly, it should have been of more use in disseminating information about
administrative restructuring initiatives that had widespread impacts throughout NIH.

THE EIGHT EFFORTSIN DETAIL

The following eight sections summarize the goals, processes, and accomplishments in the eight
functional areas. They also highlight some of the key lessons and best practices demonstrated by
each 1G’s experience. The information is based primarily on the Academy staff experience in
the ARAC process. Information was aso obtained from the original ARAC report, various
status reports from each of the IGs, 1G implementation plans, and interviews with most of the IG
leads. A draft of each summary was provided to the group leader for review and comment
before it was completed. The statusis presented as of June 2005.
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Case1: ACQUISITION
EXECUTIVE SUMMARY

NIH Acquisition offices make routine purchases as well as highly specialized and expensive
purchases that directly impact NIH’s scientific mission. The acquisition function was being
considered for department-level consolidation under the “One HHS’ initiative. The ARAC
recommendations sought to meet the goals of that effort, while maintaining acquisition
operations within NIH.

ARAC Goalsand Accomplishments

The initial ARAC report recommended consolidating al acquisition support into six service
centers (plus three specialty offices); a significant decrease from the then-existing 12 acquisition
offices (and three specialty offices). It also recommended that each center focus on customer
service and efficient performance.

The final structure approved by the NIH Steering Committee called for establishing seven full-
service centers and three specialty centers. Implementation was also postponed from June 2004
to October 2005. Agreement was reached on many important organization, staffing,
performance assessment, and customer service matters, as well as on a communications strategy.

L essons Demonstrated by the Acquisition Group’s Experience

The Acquisition Implementation Group faced resistance to the reorganization, reluctance to
expand performance measures beyond customer and employee satisfaction measures, and
uncertainty about whether deployment of the NIH Business System (NBS) acquisition module
would be overtaken by department-level consolidation efforts. The group also had considerable
difficulty obtaining the accurate workload and staffing data critical to decisions about how to
distribute 1C workload and staff equitably among the new service centers.

The group overcame these obstacles, and NIH was actively implementing this significant
reorganization by the summer of 2005. The implementation group’s success in reaching
agreement on new contracting service centers and how to measure their impact can be attributed
to many factors, including:

e NIH and group leadership monitored progress and took steps to overcome uncertainty
and to push the group to move ahead in atimely manner.

e Active stakeholder involvement helped improve design of the new centers and obtain
buy-in for the consolidation.

e Effective two-way communication kept people engaged, reduced apprehensions among
the community of affected employees, and helped to achieve buy-in.

e Solid data and flexibility supported sound decisions and contributed to buy-in.
Reliable baseline data helped ensure that the impact of change could be measured.

e Outside support helped to provide expertise, perspective, credibility, and resources.
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BACKGROUND

Procurement was one of the areas under consideration for department-level consolidation under
the “One HHS’ initiative. The ARAC acquisition recommendations sought to meet the goal's of
that effort, while maintaining acquisition operations within NIH.  While the ARAC
implementation group was working, DHHS was moving forward with department-level
consolidation efforts.

Some of the acquisition activities at NIH involve routine administrative purchases, such as copy
paper. But many involve highly specialized and expensive purchases, such as purchases of
reagents or research instruments, construction, and sophisticated IT systems. Research and
development (R& D) contracting also involves a variety of acquisitions, including the conduct of
large clinical trias, dissemination of evaluation research results, and development and testing of
vaccines and research in the bio-defense area. The Acquisition function directly affects the
agency’s ability to accomplish its scientific mission.

When the ARAC effort began, NIH had 15 acquisition offices. Some offices made al types of
purchases, some did only R&D contracting, and three—the Clinical Center (CC), the Office of
Research Facilities Development and Operations (ORF), and the National Institute of
Environmental and Health Sciences (NIEHS)—were “speciaty” offices whose acquisition
activities were uniquely adapted to their special hospital, construction, and environmental
missions.

Six of the offices had served as “competitive service centers’ in years since 1995. These centers
provided services on a non-binding basis to other 1Cs (either those without in-house acquisition
staff or others who chose to use their services on individual acquisitions). Less than 20 percent
of these centers activities supported other ICs. Services were provided either on a pro-rated
portion of the total cost of the service center, or on the basis of a schedule of a fixed price per
service provided (Service and Supply Fund).

ARAC GOALSAND ACCOMPLISHMENTS
Goals

The ARAC report recommended consolidation of all acquisition support into alimited number of
Consolidated Acquisition Service Centers (COACs). Even though NIH had some experience
with the six competitive acquisition service centers,® implementing this recommendation meant
developing a significantly new way of doing business for acquisitions uniformly all across NIH.
For example, customers would no longer be able to chose to split services (e.g. receive R&D
support from one center and station support from another), but would receive all support from
only one service center.

8 NIH also had experience with the service center concept by using the Department’ s Program Support Center.
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The ARAC goal was to create full-service centers that would together serve al 1Cs, with the
exception of the three “specialty” centers that would remain unchanged. The following table
summarizes the recommended change in structure.

Table C-5: Recommended Change in Acquisition Structure
ARAC Recommended Structure
PIEAINAG STIEIIE (to be effective October 2005)

15 acquisition offices

% 6 competitive service centers 6 consolidated centers (later changed to 7)

s 3“gpeciaty” offices (CC, ORF, NIEHS) | 3 specialty centers

% 6 officesinICsthat did only R&D
acquisition (and received other
acquisition support from one of the 6
service centers)

Implementation was to take place between October 2003 and June 2004. No immediate changes
in staffing levels or staff assignments were anticipated. Efficiencies were expected once the
acquisition module of the new NBS—a new commercial software system—was deployed and
fully operational.

The initial ARAC report recommended a focus on customer satisfaction and, therefore, that
customer service boards be a key element of each new service center, and that all centers use
service level agreements (SLAS) to enumerate service provider and customer responsibilities as
well as target performance measures. The SLAS aso would provide customers a transparent
view of the costs charged for the services rendered.

The report did not spell out details of the new organizational structure (among 1Cs) or how to
make the change. A number of questions had to be answered to implement this change. The
pivotal question was what the organizational structure should be: which 1Cs should be service
centers and which 1Cs each center should serve. A key goal of this determination was to achieve
a reasonable balance of workloads across the COACs. An equaly important question was
whether the reorganization should take place before or after deployment of the NBS acquisition
module.

Accomplishments and Status

The NIH Steering Committee approved the Acquisition Implementation Group's (I1G)
recommended new structure in February 2005. The final recommended structure is somewhat
different than the one initially recommended in 2003, in that there will be seven full-service
centers instead of six, and there will be no choice of which center to use once the | C assignments
to centers are made.® The IC distribution among the centers also was decided by mid-2005 (see
Table C-6). The approved plan called for completing the reorganization before NBS is deployed.
Agreement was reached on key performance measures and a framework was developed for SLAS
that all COACs and their IC customers will use to measure the quality of service. The new

° The SLA provides a process for reconsidering the established relationships, but changes are not encouraged or
expected.
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reorganization is to become effective October 31, 2005, so the new centers will be fully
operational by the end of calendar year 2005—and ready to accept deployment of the new NBS
procurement software module. The anticipated 2006 deployment date has been delayed,
however, until 2007 as aresult of appropriation reductions.

Table C-6: Adopted Structurefor Acquisition Operations

7 COACs Customers AlRroIEE FTE Allocations
Workload
NCI NCI, NCCAM $801M 73
NHLBI, CSR,
NIAMS, NIDCR,
NHLBI NIBIB, NCRR, $361M 48
NHGRI
NLM NLM, CIT, OD $447M 20
NIDDK, NICHD,
NIDDK NIAAA, FIC $220M 33
. NIDA, NINDS,
Neurosciences NIMH $193M 27
NINR, NCMHD,
OLAO NIA, NEI, NIDCD, $274M 45
NIGMS, OD
NIAID, DHHS
NIAID Biodefense $1,019M 93
3 Specialty Contract
Offices
NIEHS NIEHS $183M 41
CcC CC $94M 24
ORF ORF $325M 22

The Acquisition |G had made progress in implementing this agreed-upon structure.

THE ACQUISITION GROUP'SEXPERIENCE
What Key Challenges Did the Acquisition Group Face?

The prior NIH experience with service centers, though limited, allowed informed discussion
about implementing the recommended changes. However, there were challenges.

Reluctance to change: Overall, the major issue that confronted the group was the reluctance to
accept that the change was, in fact, going to happen. As with many of the functional areas, the
acquisition community and the ICs generally felt the process was working well as it was, and did
not need to change. It took six months for management to establish the Acquisition 1G; the
ARAC report remained in draft, and rumors circulated concerning possible DHHS actions in the
acquisition area that might supersede the ARAC recommendations. Additionaly, some
members felt that acquisition was too far in the forefront in the consolidation area, when
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compared with what they saw as significantly less consolidation anticipated by others. Further,
without a clear target date for implementation of the NBS acquisition module or a deadline for
reorganization, there was little pressure to move forward. Clearer communication of
management’ s intentions earlier may have resulted in quicker actions.

Distrust of performance measures. There was also reluctance
to adopt performance measures beyond the current subjective
measures of customer and employee satisfaction already
included in the department-wide Balanced Scorecard surveys.
Many members of the group continued to question any
movement to adopt more objective measures, such as lead time and cost-to-spend, maintaining
that the NIH work was unique and should not be put into such constraints.

Clearer communication of
management’ s intentions
earlier may have resulted in
quicker actions.

Inadequate workload and staffing data: Additionally, there was considerable discussion around
the accuracy and usefulness of available workload and staffing data that would be critical to
decisions about how to distribute IC workload and staff among the new COACs. The group
spent considerable time coming up with a uniform set of data the members could agree
accurately represented workloads and on-board staff.

Uncertainty about related changes. There was also uncertainty about the relative timing of the
reorganization and deployment of the NBS acquisition module. Additionally, DHHS continued
to consider consolidating acquisition functions at the department level that could supersede the
NIH consolidation efforts.

How Did the Acquisition Group Operate?

Organization and leadership: The Acquisition |G was established o :

in March 2004 and met regularly. It was, by design, an inclusive | Monitoring milestones
group involving the various affected communities at NIH, = Nelped tokeep theeffort
including executive officers (EOs), administrative officers | ON track.

(AOs), contracting officers, and senior policy officials. Most of

the members had participated in development of the origina ARAC recommendations. The
leader encouraged open and frank discussion.

Monitoring milestones helped to keep the effort on track. The group leader operated with a clear
set of milestone events and dates for each of the four sub-groups established in 2004 to address
key issues. Each of these sub-groups—Organizational Alignment, Workload and Staffing,
Systems, and Customer Service and Performance Management—worked through its specific
tasks and compl eted its work on time.

Active stakeholder Stakeholder _involvement: Active stakeholder involvement
involvement resulted in resulted in both buy-in and design of better proposals.
both buy-in and design of Acquis_ition I(_3 members met with key stake:'hol dersin each IC_ to
better proposals. determine which ones wanted to be a service center and which
ones did not, and to learn their expectations for service. In two
cases, groups of ICs with related missions developed their own
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proposals to “band together” around a particular center, a concept not included in the original
ARAC report. Stakeholder participation helped identify a model that met the goals of the
agency, reduced the potential impact on staffing, and may, in fact, serve the ICs better than the
original design.

Data-driven decisions: Solid data supported sound | gq)id data supported sound
decisions and helped overcome apprehension to secure  yasisions and helped overcome
buy-in from stakeholders. The Acquisition |G put apprehension to secure buy-in
considerable effort into making evidenced-based decisions. from stakeholders.
Benchmarking efforts were conducted to identify best

practices in organizationa structures for procurement as well as performance measures. It aso
put considerable effort into obtaining and “rationalizing” data to accurately represent workloads
and on-board staff so that they could be meaningfully analyzed and compared. However, many
ICs sharply criticized both centralized NIH data and the data collected from individual ICs as
inaccurate, or “comparing apples and oranges.” Ultimately, developing data that were accepted
by the community allowed the analysis of workload distribution that was pivotal in alowing the
group to come to a decision. Despite the difficulties in obtaining these data, their existence
allowed the group to develop options, overcome concerns about possible negative impacts of
change, and ultimately obtain management approval.

Flexibility to consider Decisions through consensus. Flexibility to consider options
options based on based on stakeholder input and data analysis was fundamental
stakeholder input and data to buy-in on the final design. The group leader worked hard to
obtain consensus for group decisions, both within the group
and within the larger acquisition community, and the
development of solid data helped him overcome resistance and
obtain consensus.

analysis was fundamental to
buy-in on the final design.

However, towards the end of 2004, it became clear that the consensus technigque was not working
smoothly enough to meet the deadlines necessitated by the impending deployment of NBS.
Management stepped in, providing support and encouragement to help move the group aong.
With this increased attention from the NIH Deputy Director for Management (DDM) and from
the Acquisition |G chair, the group made a timely decision on its Management stepped in,
recommended approach. Having laid the groundwork through providing support and
stakeholder participation, data analysis, and establishing baseline encouragement to help
performance measures, the group then was able to develop its = ovethe group along.
preferred alternative fairly quickly.

Integration with other changes. The introduction of the new NBS acquisition module was a
major element in the acquisition ARAC consolidation, and the two efforts were formally linked.
The Acquisition |G chair was the “Business Owner” for the acquisition module of NBS, and the
Systems sub-group was tasked with coordinating with NBS. However, numerous discussions
were held throughout the process over the timing of the consolidation versus the implementation
of NBS, usually without a conclusion due to uncertainties about when NBS—and the related
DHHS financia system (UFMS)—would be ready. Had there been more certainty on these
guestions earlier, it islikely that the group could have moved more expeditiously, without always
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returning to the question of which should or could come first. The ultimate decision to
reorganize before deployment of NBS, to avoid simultaneous implementation of the NBS
module and the reorganization, moved the process along by removing a major “unknown.”

Regular communication kept ~Communication: Regular communication kept the staff

the staff engaged and engaged and reduced apprehension. As its work progressed,

reduced apprehension. the Acquisition |G communicated about its progress through

its website and severa briefings with the NIH acquisition

community and its customers. In addition, group leaders met face-to-face with representatives

from each 1C (EOs and AOs) to discuss the status of recommendations and to determine what
role (service center or client) each |C preferred.

Focused communications efforts, such as face-to-face meetings and off-site retreats, proved to be
valuable two-way communications tools. Once a final decision was reached about the structure
and IC assignments to the seven centers, the group quickly moved to inform the entire
acquisition community, as well as its customers, about the details of the coming change. The
first step in this process was a full-day off-site retreat in March 2005, led by the DDM and the
Acquisition 1G chair, and supported by the Academy and an outside facilitator. The retreat
served as a forum for presenting the new acquisition service model to a large group of NIH
contracting officers, EOs, and AOs.

Participants in the retreat identified advantages associated = Egcused communications
with the new structure, such as greater flexibility in meeting  efforts, such as face-to-face
customer needs by providing customers one-stop shopping = meetings and off-site retreats,
for all acquisition services and greater career development  proved to be valuable two-
opportunities for acquisition staff.  Participants as0 | \ay communications tools.
identified and prioritized key concerns that needed to be

addressed, most significantly, the need for sufficient staff, keeping close contact with customers,
and eliminating uncertainty. The retreat participants began to build consensus on areas of
concern, established a timeline for addressing them, and identified roles and responsibilities for
follow-up. The retreat was a very useful technique to both communicate and understand the
events surrounding the acquisition ARAC consolidation. Following that meeting, acceptance
and support for the planned consolidation within the acquisition community increased
significantly.

Following the retreat, a full-scale communications plan was developed—to communicate the
details of the change and the change process to all NIH staff—and the Acquisition I1G had
accomplished a significant portion of the plan by July 2005, (when this report was completed).
Among other things, this plan includes a general town meeting as well as several mini-town
meetings, and an article drafted for the NIH Record. Activities were planned through October
31, 2005, when the new structure was scheduled to go into effect.

Change management: Four working groups were established after the March retreat to address
the magjor concerns identified. Their efforts included key change-management actions needed to
prepare the organization for change and to transition staff and customers to the new process. The
four groups and their assignments were:
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e Human Resources: finding where the staff will come from; determining organizational
and grade structures; addressing key HR activities needed to implement the restructured
offices by October 31; and determining how to select alead chief contracting officer for
each COAC

e Resources: determining the right number of staff for each COAC, given the expected
workloads;, determining the appropriate method of charging customers for services;
working out space issues with ICs; identifying any start-up resources needed to establish
each new COAC

e Performance: determining the governance structure (across al the COACs) needed to
ensure quality of services, setting standards for performance and efficiency;
recommending afinal SLA template; and resolving disputes about service issues

e Communication and Change Management: developing a plan to ensure that both
acquisition personnel and the NIH customers are prepared for the change

Although the Acquisition restructuring was not expected to have the kind of disruptive impact on
staff that resulted from some other changes, such as those in HR and the Grants most efficient
organization, this group took significant steps to address the impact of the change on staff.
Weekly meetings were held with the Chief Contracting Officers for the new acquisition offices.
Acquisition issues dealing with the day-to-day operations in the acquisition offices were
addressed on an ongoing basis. In turn, these issues were placed in the context of larger issues
such as NBS, management controls, DHHS initiatives and the President’s Management Agenda.
These steps also included making commercial change-management contractors available through
the transition.

Although not part of the acquisition restructuring, NIH plans to provide necessary training to
ensure staff have the skills needed to use the new NBS acquisition module, and to understand the
changes in business practices embedded in the new system. The NBS Project Office had
responsibility for overseeing these training and other change-management activities with regard
to NBS. (See the discussion of the NBS experience in Appendix F to this report.)

How Did the Academy Participate?

The Academy was afull partner in the Acquisition 1G’s efforts,
providing, counsel and active support in conducting analyses
and preparing documentation. The Academy’s outside support
provided expertise, credibility, perspective, and needed
resources.

...outside support provided
expertise, credibility,

per spective, and needed
resour ces.

The major area of Academy assistance in the early going was the identification of benchmark
performance metrics used by severa other acquisition offices across government and industry,
including many organizations in the R&D area. Knowing that these metrics had been used by
others enabled the group to adopt such measures with confidence that they will be useful. An
extensive benchmark case study of the Department of Energy to examine organizational issues
surrounding acquisition and R& D procurement—conducted by a sub-contractor—offered useful
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insights supporting the current organizational alignments being used by NIH and identified some
metrics of potential use..

Once the group agreed on workload and staffing data, Academy staff created Excel tables that
showed relevant contract workload data for the ICs and allowed important analyses of the
workload distributions of the various combinations of COACs and customers available. The
Academy also assisted in planning and executing the off-site retreat, including developing the
key issues and providing a professional facilitator.

On a more basic level, given that the work of the Acquisition IG members was conducted as
“other duties as assigned,” the availability of Academy staff provided valuable resources to
support the overall restructuring effort.

How Will the Impact of Change Be Assessed?

Reliable baseline data helped ensure that the impact of change T -,
can be measured and, in turn, aleviated apprehension about helped ensure that the
change. The acquisition function has for some time been impact of change can be
included in the DHHS Balanced Scorecard surveys of employee sl AL T
and customer satisfaction. Ongoing collection and analysis of | jiqiated appr’ehensi o’n
this information will allow this dimension of the impact of about change.

change to be measured. It is important to note that existence of
this information, and the knowledge that it would continue to be
available, were critical in obtaining 1C and Steering Committee support for the change. When
concerns were expressed that the restructuring would reduce service levels, the Acquisition 1G
could point to this ongoing performance monitoring to assure those who were concerned that the
agency could monitor the impact on service and address any issues that arose.

Even so, some of the group members thought additional, more

Benchmarking provided quantitative measures were needed. Benchmarking provided

valuable information to valuable information to guide decisions. After considerable

guide decisions. discussion, the Acquisition 1G adopted three key quantitative

measures—cost-to-spend, cost-per-FTE, and lead time—which

will be monitored to further assess impact. This is a major accomplishment of the ARAC
process.

Among the most significant benefits of the

restructuring are establishment of a consistent = For thefirst time, NIH will use cost-to-
organizationa  structure  and  consistent = Spend, cost-per-FTE and lead time
performance measures across NIH. For the first | measures acrossthe board for all 10
time, NIH will use cost-to-spend, cost-per-FTE, = acquisition offices ... and will manage
and |ead-time measures across the board for all 10 = these centers collectively using these
acquisition centers, and will manage these centers = numbers.

collectively using comparable numbers.
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CONCLUSION

NIH has begun to implement a significant change in its acquisition operations, one that could
lead to increased efficiency—through increased flexibility in meeting customer needs and related
implementation of new software. And, this restructuring could also improve career development
opportunities for acquisition staff. The Acquisition |G has brought the agency to agreement on
the form of the change and how itsimpact will be measured. It is now taking the necessary steps
to implement the consolidation. Several factors contributed to this progress, most importantly:

e NIH and group leadership monitored progress and took steps to overcome uncertainty
and to push the group to move ahead in atimely manner.

e Active stakeholder involvement helped improve design of the new centers and obtain
buy-in for the consolidation.

e Effective two-way communication kept people engaged, reduced apprehensions among
the larger community of affected employees, and thus helped to achieve buy-in.

e Solid dataand flexibility supported sound decisions and contributed to buy-in.
Reliable baseline data helped ensure that the impact of change can be measured.

e Outside support provided needed expertise, perspective, credibility, and resources.
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Case2: BUDGET
EXECUTIVE SUMMARY

Budget was one of the functions specifically targeted by DHHS for consolidation at the
operationa division (e.g. NIH) level under the “One HHS’ initiative. However, the ARAC
report concluded that, in NIH, the budget function should not be consolidated into the central
Office of Budget. Instead there was strong sentiment to maintain a decentralized structure, based
on:

e The need to maintain proximity to scientific staff to maintain fiduciary responsibilities

e Thefact that 24 of the ICs each received a direct appropriation from the Congress

e Survey data suggesting that the IC Directors believed it was critical to maintain the
budget function’s close proximity to the IC Director

ARAC Goalsand Accomplishments

While emphasizing the need to retain core budget functions at the IC level, the ARAC report
made several other recommendations, including:

e Further consolidate certain budget formulation, presentation and execution functions

e Strengthen the linkage between the NIH Associate Director for Budget and the budget
officers in the ICs and central services officer, and streamline the Office of Budget's
coordination role

e Reduce overall budget staffing allocations from 219 to 200

Four functions were consolidated between June 2003 and September 2004, and consolidation of
seven more has been recommended. The implementation plan to address these additional
consolidations was approved in the fall of 2004. In accordance with that plan, during the first
half of 2005, five working groups developed specific recommendations for consolidating the
seven functions. The groups recommendations for next steps were approved and initial steps to
consolidation have been taken.

With respect to staffing reductions, by the end of FY 2004 nine positions had been transferred
from the budget offices across NIH, moving the number of dedicated positions toward the goal
of 200. At that time, however, there were about 30 vacancies and it was determined that no
actual staffing reductions would be needed.

L essons Demonstrated by the Budget Group’s Experience

The task of the ARAC Budget Implementation Group was less extensive than that in the other
ARAC areas and the ARAC report allowed considerable room for flexibility. This demonstrates
that sound and acceptable decisions can be facilitated by allowing flexibility and basing
decisions on solid data and analysis. Also apparent was the importance of management
attention—through the request for regular reports—and availability of outside resources early on
in the process in keeping the process moving.
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BACKGROUND

Budget was one of the functions specifically targeted by DHHS for consolidation at the
operationa division (e.g. NIH) level under the “One HHS’ initiative. However, the ARAC
report concluded that, in NIH, the budget function should not be consolidated into the central
Office of Budget. Instead there was strong sentiment and rationale for maintaining a
decentralized arrangement—that is, a small core central budget staff and related budget staff in
each of the ICs and central services offices. The main arguments for maintaining a largely
decentralized budget process were:

e The need to maintain proximity to scientific staff to maintain fiduciary responsibilities

e The fact that 24 of the ICs each received a direct appropriation from the Congress and
thus needed their own budget offices

e Survey data that suggested that the IC Directors believed it was critical to maintain the
budget function’s close proximity to the IC Director

ARAC GOALSAND ACCOMPLISHMENTS
Goals

While emphasizing the need to retain core budget functions at the IC level, the report made
several other recommendations, including:

e Further consolidate certain budget formulation, presentation and execution functions
while retaining core budget functions at the IC level

e Continue to streamline the Office of Budget’s coordination functions

e Strengthen the linkage between the NIH Associate Director for Budget and the budget
officersin both the ICs and the central services offices

e Reduce overall budget staffing allocations from 219 to 200

To accomplish these goal's, work needed to be done to benchmark appropriate staffing levels and
to implement a system for monitoring outcome metrics and adjusting operations accordingly.

Accomplishments and Status

Four functions were consolidated between June 2003 and September 2004, and seven more have
been identified for possible consolidation. The implementation plan for these additional
consolidations was presented to the NIH Steering Committee in October 2004, and it was
subsequently approved. The four functions already consolidated were:

1. Allowance—entering budget levels into the central accounting system, following 1C
input (budget execution)

2. Development of standardized reports of obligations/expenditures (budget execution)

3. End of year reconciliation of grant obligations with NIH’s Information for Management,
Planning, Analysis, and Coordination (IMPAC I1) system (budget execution)
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4. Reporting of actual and projected funding for Special Population Institutions, such as
Historically Black Colleges or Universities (budget formulation)

In accordance with the implementation plan, five working groups were established during the
first half of 2005. Each was comprised of one representative from the Office of Budget and staff
from the ICs. These groups worked independently and reported weekly to the NIH Assistant
Director for Budget. The working groups studied the following seven functions and developed
specific recommendations for next steps for possible consolidation of the activities.

Apportionment—document preparation of this process with 1C input (budget execution)
Preparation of documentation and schedules to receive and make available appropriated
funds, including apportionments (SF132) and financial plans (SF 350) (budget execution)
Coordination of central Taps/Assessments/Supply and Service Fund (budget execution)
End of year reportsto NIH of |C obligations by various distributions (budget execution)
AIDS reporting into the new version of the ARIS database (budget execution)
Development of commitment base for Intramural Program and other in-house activities
(budget formulation)

Congressional justification—input of 1C-provided data into standard NIH formats and
graphs (budget presentation)

NP

SP LI S

~

The groups recommendations were presented to the ARAC Budget |mplementation Group (1G),
next steps were approved, and initial implementation steps have been taken.

With respect to staff reductions, nine positions had been transferred from the budget offices by
the end of FY 2004, moving the authorized number of positions toward the goa of 200.
However, as shown in Table C-7, below, at that time, there were about 30 vacancies and it was
determined that no actual staff reductions would be needed.

Table C-7: Budget Function Staffingin FY 2003 and FY 2004
(This table compares on-board budget function staffing to authorized ceilingsin FY 2003 and FY 2004.)

FY 2003 FY 2004
On-board Ceiling On-board Ceiling
ICs 137 159 128 155
Central services 34 37 28 31
offices
Office of Budget 22 23 22 24
Total 193 219 178 210

Source: “Presentation to the NIH Management and Budget Working Group,” by the Associate Director for Budget,
October 19, 2004

THE BUDGET GROUP'SEXPERIENCE
What Key Challenges Did the Budget Group Face?

Implementation of the ARAC recommendations for Budget was less difficult than for the other
groups, because of (1) the decision not to fundamentally change the organization of the budget
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function, (2) the flexibility to determine which functions to consolidate, and (3) the limited staff
reduction recommended. At the same time, however, some officials felt that the function was
understaffed to adequately handle increased responsibilities under the Director’s Roadmap, the
Government Performance and Results Act, and reviews using the Program Assessment Rating
Tool.

How Did the Budget Group Operate?

...consistency in the Consistent Ieadership:_ Little was done formaly to pursue the

group’s membership ARAC_ recommendations untll NIH management began to

helped ensure progress. emphasize the qeed for ARAC |mpl ementation, and.the Budget 1G

was convened in June 2004. Having consistency in the group’s

membership helped ensure progress. Because this group was virtually the same as the one that

prepared the origina ARAC report, it got to work quickly to update the required data and
analysis, and decisions were made in arelatively short time.

However, shortly after the NIH Steering Committee approved the implementation plan in the fall
of 2004, the Office of Budget’s priority switched to briefing the new Secretary and preparing the
annua budget, so ARAC progress slowed again. In early February 2005, the NIH Assistant
Director for Budget was assigned specific responsibility for accomplishing the ARAC goals.
Working groups were organized and proved to be an effective tool for generating consolidation
options. The former Director for Budget—who had headed up the committee that drafted the
original ARAC report—provided consultation early on in the process to assist with the necessary
ARAC steps.

During the ARAC process, NIH budget staff
had many priorities. Progress on ARAC was
most evident once the NIH Assistant Director
for Budget position was filled, when
responsibility was clearly assigned, and when
regular reports of activities were required.

Progress on ARAC was most evident once the
NIH Assistant Director for Budget position was
filled, when responsibility was clearly assigned,
and when regular reports of activities were
required.

Use of existing networks: The changes in the budget function and the potential impact on IC staff
not directly related to budget activities were relatively limited. The Budget 1G kept the
functional 1C leadership up to date and vetted proposed changes through the existing budget
officers’ network. The IG aso brought IC budget office representatives into the effort through
sub-groups.

Data-driven decisions. Detailed data and analysis supported the group’s decisions. The Budget
IG was able to reach a consensus and obtain management approval of its plan, in large part,
because of the care it took in devel oping sound data and conducting thoughtful analysis.

Detailed data and Data gathering and analysis required time and effort, not only of 1G
analysis supported the  members, but of budget staff throughout NIH. To identify existing
group’ s decisions. staffing levels, the group worked through sub-teams, to make a

careful count of each position assigned to the ICs, central services

C-42



APPENDIX C

offices, and the Office of Budget. Each budget office was asked to provide the names, grade,
series and amount of time (if less than full time) of every member of its office. This analysis
updated the information used in the original ARAC report, and showed that, while in FY 2003
there were 219 positions in the budget offices, as of September 2004 that total had fallen to 210.
At that time, there were only 178 staff on board. As discussed below, to help determine what the
staffing levels should be, the Academy conducted a benchmarking study of other organizations
budget staffing. Although the study did not identify new directions for the group, it did allow it
to move forward in the knowledge that budget staffing at NIH is not excessive and could best be
termed as “about in the middle.”

The ARAC report allowed significant flexibility in the group’s decisions about the extent of
consolidation. To identify what functions should be consolidated, the group committed
substantial resources to an extensive anaysis of IC budget-related functions. In its
benchmarking study, the Academy found that it could
not—without significantly increased resources—sort
out the multiple budget functions that are being
performed in other agencies and whether the functions
are performed centrally or in the program offices.
Thus, the NIH group’s own analysis of existing budget
activities was the best available guide to what would
work best there.

To identify what functions should
be consolidated, the group
committed substantial resourcesto
an extensive analysis of |1 C budget-
related functions.

Two teams of senior NIH budget officers developed lists of individual tasks that are performed
by the NIH budget offices. Broadly, the tasks were categorized as. formulation, presentation,
execution, and special analyses. A total of 85 separate tasks were identified in the IC budget
offices. (An additional 51 tasks were identified that specifically related to the central service
offices.) In addition, each IC was asked to identify how many staff-years of work were
associated with each task, and to ensure that these data were consistent with those collected for
the staffing analyses.

Each task was reviewed against several criteria, and each reviewer assigned a score to each task.
The exercise was aimed at updating previous decisions made on the location of certain functions
to determine whether the function was best centralized or de-centralized. These tasks were
divided into “RED” (cannot be centralized), “GREEN" (currently centralized or could be further
analyzed for possible future consolidation), and YELLOW (possibly could be consolidated).
The group then discussed the findings. Ultimately, the group agreed on seven additional
functions to be consolidated. Of the seven functions, 5 were in budget execution, one was in
formulation, and one was in presentation. These consolidations represent relatively small
changes in the organization: only about 10 FTEs would be affected, although more employees
would be affected because the tasks are not full-time responsibilities of the staff that perform
them. Ensuring that affected staff are supported in transition and are prepared for new roles is
important, but should not be a significant burden, since the responsibilities are widely distributed
among staff.

Improved communications: The Budget |G worked to include representatives from the
decentralized budget offices, including junior staff, in the sub-groups that devel oped the analyses
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as well as in the later sub-groups that developed implementation plans for the seven functions
that were chosen to be considered for consolidation. Whether broader involvement of customers
in the decision-making itself would have moved the group to consolidation of more functions is
unknown, but had the extent of consolidation pursued been significantly grater, broader
involvement of customers may have been needed.

: L The Budget 1G also addressed the ARAC recommendation to
Consciously recognizngand  jmnrove [inkages between the Office of Budget and budget
using the budget officer officers in the ICs and the central services offices. It
meetings asa vehicle for tWo-  oyphaqized that future budget officer meetings should be used
way communication may as a main vehicle for a continuous and ongoing exchange of
improve understanding. budget and budget-related information.  Consciously

recognizing and using the budget officer meetings as a vehicle
for two-way communication may improve understanding. This practice mirrors the successful
approach used in other decentralized functional areas, such as Grants, where existing networks
are used to enhance communication among I Cs.

And finally, the October 2004 implementation plan specified that the NIH ARAC web site would
be updated with Budget |G activities—a goal that remained to be accomplished, as of June 2005.

How Did the Academy Participate?

The Budget |G was interested in determining optimum budget staffing between the Office of
Budget and the decentralized budget offices, as well as whether the total allocation of budget
staff was reasonable for NIH. It aso wanted to establish some framework and rationale for the
staffing reduction that had been recommended. The Academy staff was asked to develop
benchmark data from several federal agencies to determine the appropriate mix between central
and 1C budget staff, and how the budget staffing compared to both total agency budget and total
agency staffing.

The Academy completed its study and presented information from five federal agencies in
September 2004. Some of the key conclusions concerning staffing were:

e Tota budget staffing in NIH fell in the middle of avery wide range of staffing levels.

e There is no single arrangement or staffing pattern that could be termed optimal. Each
agency has different policies and procedures, and each agency has its own culture for
budget planning, development, and monitoring.

e Thereis no direct relationship between the number of employees in the agencies studied
and their total budget dollars and staff levels. More extensive analysis than could be done
in this study would be necessary to understand the differences found in the agencies
staffing levels.

The Academy was also asked to determine what metrics the agencies were using to measure the
effectiveness of their budget activities.’® The Academy staff found that none of the federal

19 The Office of Budget Director was particularly interested in comparing NIH to other federal agencies that, like
NIH, had budget allocations with many appropriations.
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agencies contacted had any meaningful metrics by which they judged the effectiveness of their
budget activity. Moreover, no metrics were used by OMB to evaluate their performance.

Enlisting resources from outside the existing budget
function was a significant factor in the group’s progress, as
was filling the NIH Assistant Director for Budget position.
The Academy’s resources relieved the budget staff of the
burden of preparing the benchmarking study, and the
assistance was greatly appreciated. Additionally, the former NIH budget director brought agency
knowledge and expertise that allowed the group to move quickly on the staffing and functional
anaysis. These outside resources early in the process provided expertise and helped focus the
effort to ensure necessary tasks were compl eted.

Enlisting resources from
outside the existing budget
function was a significant
factor in the group’s progress.

How Will the Impact of Change Be Assessed?

As discussed above, there are no quantitative metrics in general use to evaluate budget office
performance. This lack of generally accepted quantitative measures highlights the importance of
gualitative measures. NIH now conducts surveys to seek the opinion of the ICs about the
effectiveness of the budget function and the related staff. This method will provide on-going
information to track customer satisfaction with budget activities, and is a cost-effective way to
determine the worth of the budget function. It will not necessarily alow the impact of specific
changes to be assessed, however.

CONCLUSION

The task of the Budget |G was less extensive than those in the other ARAC areas and the ARAC
report allowed room for substantial flexibility. The group’s experience demonstrates that sound
and acceptable decisions can be facilitated by alowing flexibility and basing decisions on solid
data and analysis. Also apparent was the importance of management attention—through the
request for regular reports—and availability of outside resources early on in the process in
keeping the process moving.
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Case 3: EQUAL EMPLOYMENT OPPORTUNITY
EXECUTIVE SUMMARY

Historically, each of the 27 1Cs has had its own equal employment opportunity (EEO) office.
They operated with a great deal of independence, creating what management saw as potential
liabilities for NIH. Consequently, even before ARAC began, the Director of the Office of Equal
Opportunity and Diversity Management (OEODM) had begun discussions with 1Cs about
establishing greater consistency and efficiency in the EEO function. The NIH Director approved
consolidation, and the ARAC process formalized this goal. A department-level EEO
consolidation was a so under consideration.

ARAC Goalsand Accomplishments

The ARAC report recommended fully consolidating NIH EEO functions and moving all EEO
staff into a central office. The objectives were to improve performance against legally mandated
requirements, provide quality customer service, and improve NIH staff diversity. It aso
recommended a staff reduction from an authorized level of 90 to 64.

In accordance with the phased approach laid out in the ARAC report, the new central office was
officially established, on time, on October 1, 2004. OEODM then began working to make the
new structure fully operational, for example, by developing standard policies and practices. NIH
has begun to physically move staff from the ICs to the central office, but it does not appear that
al saff will be centraly located by the September 2005 target because NIH has been
unsuccessful in finding sufficient space centrally. Current on-board staff is 54, well below the
ARAC target, so no additional downsizing is needed.

L essons Demonstrated by the EEO Group’s Experience

This group was able to overcome resistance and concerns about possible negative impacts on
service. In the summer of 2005 it still faced morale problems and the task of physically moving
staff continued. Several significant best practices continued to drive progress:

e Leadership’s strong support gave credibility to the group and moved those who resisted
the change to work to influence it rather than prevent it.

e Flexibility in the design of the reorganization, even though the bottom line—
consolidation—was a “given,” made stakeholder input meaningful.

e Thethoughtful, data-driven approach instilled the effort with credibility.

e Integrating the Academy staff into the group added experience-based advice, energy, and
“outsider” credibility.

e Frequent, varied, and two-way communication prevented surprises and helped to achieve
stakeholder support.

e Change-management practices helped staff deal with change, prepared them for their new
roles, and contributed to the smooth transition experienced to date.
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BACKGROUND

At the time the ARAC effort was initiated, the 27 ICs each had its own EEO office. They shared
acommon mission, yet operated with a great deal of independence from each other and from the
OEODM, creating what management saw as potential liabilities for NIH—especially when
federal management initiatives were calling for greater central control. As early as 2001, the
Director of OEODM began discussions with 1C executive officers (EOs) about establishing
greater consistency and efficiency in the EEO function. The NIH Director approved
consolidating the function into a central office, and the ARAC process formalized that goal.
However, even after departmental acceptance of the ARAC plan, department-level consolidation
of the EEO function was under active consideration.

ARAC GOALSAND ACCOMPLISHMENTS
Goals

The ARAC report recommended fully consolidating NIH EEO functions and moving all EEO
staff into a central office. The objectives were to improve performance against legally mandated
requirements, provide quality customer service, and improve achievement of the office’s mission
to improve NIH’s diversity. Guiding principles for implementing the change were to create a
model program, be inclusive, establish transparency through regular communication, and use
consistent eval uation mechanisms.

To achieve these objectives, the report recommended that the central office be organized into six
functiona divisions, focus more on common objectives, standardize operating procedures, and
streamline operations. It also recommended a staff reduction from an authorized level of 90 to
64.

Accomplishments and Status
The ARAC report laid out a two-phase process.

Phase |: Between October 2003 and September 2004, the ARAC EEO Implementation Group
(IG) would design the organizational structure and put it in place, with all staff operationally
assigned to the central office. The new office was officially established on time on October 1,
2004. However, the implemented structure differed from the initially recommended structure,
with four divisions instead of six. As called for in the ARAC report, local EEO officers no
longer reported to the 1Cs during Phase I, but they continued to work in the I1Cs as the primary
interface with customers.

Phase |1: Between October 2004 and September 2005, the OEODM and its divisions would work
to make the new structure fully operational. Accordingly, during this period OEODM worked to
develop NIH-wide policies and standard operating procedures, coordinate newly centralized
systems, realign budgetary responsibilities, train staff, gather information on program metrics
and evaluation processes, and so on. The centra office also continued to provide advice and
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guidance to NIH leadership on EEO and diversity issues. The ARAC report envisioned that all
EEO staff would be moved out of the ICs and into the central OEODM office. One key
modification the group agreed to was to allow at least some “liaisons’ to stay on-sitein the ICs
on a part-time basis. The EEO IG finalized staffing assignments, including identification of the
liaisons, and began to move staff to the central office. However, it did not expect all staff to be
centrally located by the September 2005 goal because NIH has been unsuccessful in finding
sufficient centralized space.

In 2005 the office was authorized 75 FTESs, down from 90 at the beginning of the ARAC
process. OEODM was still working to determine what its optimal strength should be and was
considering a further reduction in the authorized staffing level. Because the office had an on-
board strength of 54, however, staff would not be directly affected by the reduced authorization
levels.

The Director, OEODM, reported that, through restructuring, NIH had minimized duplication of
EEO program activities while maximizing efficiency in service delivery, eliminated costly and
nonessential activities, and strengthened its collaborative base throughout the agency.

THE EEO GROUP'S EXPERIENCE
What Key Challenges Did the EEO Group Face?

Concerns about possible service deterioration: The biggest challenge facing the EEO IG was
overcoming concerns by the ICs that removing management of EEO and diversity management
functions to a central office would negatively affect service levels. The 2003 HR consolidation
may have exacerbated 1C concerns about loss of on-site EEO staff: the HR consolidation took
HR staff out of the ICs, robbing them of specialist staff they saw as “pulse-takers’ among the IC
staff and removing on-site expertise.

The EOs in the ICs strongly resisted the restructuring initially, even circumventing the ARAC
structure to take concerns about the possibility of service deteriorating directly to NIH
management. The Academy facilitated a meeting that helped defuse tensions, acknowledging
the EOs' concerns, but aso demonstrating the careful thought the EEO |G was putting into the
process and the group’ s commitment to engaging the EOs throughout.

Culture of autonomy: The EOs had been accustomed to setting the agendas for their EEO
officers, exercising control over what was done, when, and how. Losing that control created
uncertainty and, as in other functions at NIH undergoing restructuring, conflicted with a deep-
seated culture of local autonomy. One problem stemming from this IC autonomy was that the
ICs frequently used EEO officers flexibly, based on the ICS specific needs. As a result, some
EEO staff members duties were inconsistent with the official scope of EEO job-series
responsibilities. The extent to which EEO staff were performing non-EEO functions was
unknown, making it difficult to determine optimal staffing levels for a central office. In addition,
especialy in the small ICswhich dealt with relatively few EEO actions per year, some EEO staff
lacked experience in areas that would be necessary in a central office.
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Lack of existing performance measures: The EEO |G had

The EEO I G had limited limited performance information with which to counter
performance information with fears that change would impair service and, as the new
which to counter fearsthat organization began operations, it suffered from a lack of
change would impair service... baseline data. The Equal Employment Opportunity

Commission requires metrics on complaint processing
times, but other metrics are not available NIH-wide. This made it difficult for the new
organization to monitor its performance by comparing it with the past on any dimension other
than compliance with regulations for complaints processing.

One performance assessment issue was especialy troublesome. The disabled and minorities are
often the ones who are most negatively impacted by significant downsizing and consolidations,
making the availability of solid EEO support critical during such changes. These risks may have
been increased by undertaking the EEO consolidation concurrently with the many other changes,
and the lack of data on EEO performance made it more difficult for NIH to assess the impacts on
these more vulnerable employees as changes were implemented. Nevertheless, OEODM has
been actively involved with competitive sourcing activities under OMB Circular A-76 since the
reviews started, working to assess the potential for adverse impacts of competitions. The NIH
Diversity Council also has recognized the potential for negative effects, and formed a
subcommittee devoted to coordinating workforce issues related to restructuring.

Lack of sufficient office space: Space availability presented the most intractable problem. The
ICs had space readily available for I1C liaisons, since they were accustomed to having EEO
offices located locally. However, while good change management has helped overcome other
challenges, alack of space at the central office persisted well into Phase I, even though the EEO
|G submitted its justification for space needs in January 2004. The OEODM could not begin to
co-locate staff in the central divisions until January 2005, and relocations may not be completed
by the September 2005 target date.

As aresult of the delay in locating staff centrally, the OEODM Director believed that the office
had suffered a loss of management control, and preparations for training and communication had
been interrupted. Even though the restructuring does not threaten any jobs, staff morale suffered
because the significant delay in relocation meant that staff did not know when or where they
would be moving, affecting their ability to adjust to their new roles in the new OEODM
divisions.

How Did the EEO Group Oper ate?

Inclusive membership: The EEO IG and OEODM Steering Committee were formed in October
2003. The IG was a very inclusive group, comprised of former IC EEO officers, OEODM,
representatives from the Office of Human Resources, the Office of Budget, the Office of
Management Assessment, the Academy, and the Chair of the NIH Diversity Council. Senior
NIH officials, from the 1Cs and headquarters offices (including EOs and specialists in other
functions such as budget and finance), formed the OEODM Steering Committee, which was
responsible for oversight. The OEODM Director made sure to include staunch critics of the
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consolidation from the ICs on the IG and the Steering Committee, integrating them into the effort
by engaging them in the process of shaping the reorganization and preventing predictable
problems.

Leadership support: Both the Director and Deputy
Director of NIH openly supported the consolidation
project. By communicating directly to the ICs that
consolidation was inevitable, they gave the ICs an
incentive to help craft the change, rather than attempt to
oppose the process. The OEODM Director also
demonstrated his commitment to the change and was
present and involved throughout the process. He led the EEO IG in an open and supportive
manner and worked to make decisions based on sound data.

By communicating directly to the
| Cs that consolidation was
inevitable, [NIH leaders] gave
the ICsan incentive to help craft
the change, rather that attempt to
oppose the process.

A flexible approach: Progress was also facilitated by the
group’s willingness and ability to make changes along the
way. The fina organizational structure differed somewhat
from that originally recommended in the ARAC report. The
report recommended creation of six teams for six functional
areas—complaints management, minority outreach and recruitment, special emphasis programs,
affirmative employment, diversity management, and disability programs. Instead, OEODM
created four divisions:

Progress was also facilitated
by the group’swillingness
and ability to make changes
along the way.

e Division of Policy, Planning, Programs and Diversity Management conducts strategic
planning, provides guidance and standard operating procedures for all EEO functional
areas, and is responsible for the NIH diversity strategic plan, an overal diversity training
strategy, and technical assistance to ICs. |Cs are responsible for providing the resources
needed to implement of diversity programs at the IC level.

e Division of Program Evaluation develops strategic plans for evaluating performance
against all EEO/diversity management accountability standards; it is also responsible for
developing and using performance measures.

e Divison of IC Services is the most heavily staffed and is responsible for actual
operations. Its teams, which include IC liaisons, oversee the day-to-day performance of
all EEO functional responsibilities. Management accountability for carrying out EEO
policies will remain with ICs.

e Division of Complaints Management and Resolution manages all aspects of the EEO
complaints process, including the pre-complaint and formal stages.

Another key change from the origina ARAC recommendation was creation of the liaison
positions. In response to the IC concerns about loss of on-site support, the EEO 1G agreed to
create on-site liaison positions, to allow some EEO staff to remain in some of the ICs, on a part-
time basis, reducing local opposition while preserving the intent of the ARAC recommendations.
The liaisons now report to the OEODM and are covered by its budget, but their presence in the
| Cs lessens the perceived threat of change.
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Change management: A recognized need for change management guided the EEO IG’s work
from the very beginning. These efforts proved critical to the transition, overcoming early
opposition and at the same time protecting and enhancing

service levels. The IG, under the leadership of the OEODM = LChange management]
director, is the lead change agent in the process, overseeing the = Proved critical tothe

design and implementation of the consolidated OEODM and = transition, overcoming

the shift of authority and staff to the central office—while = €&/1y Opposition and at the
taking responsibility for protecting service levels during the = SAmetime protecting and
transition. The EEO IG quickly implemented change- =~ €nhancing service levels.
management training for all staff, providing education in the

stages of peopl€e’s reactions to change—which has smoothed the transition by helping staff to
understand their reactions, and those of others, to the restructuring.

As the transition progressed, it became increasingly clear that some staff did not have the full set
of skills needed to function in a consolidated office. As these differences in areas of expertise
among EEO staff became clear, the IG devoted significant
effort to identifying skill gaps and developed training
programs necessary to ensure that all staff have the broad
skills needed. Substantial resources have been requested and
received to provide contracted training opportunities.

...the 1 G... developed training
programs necessary to ensure
that all staff have the broad
skills needed.

A focus on communication: Perhaps the most significant component of the EEO IG change-
management strategy, however, has been a focus on broad, consistent communication and
transparency in al processes. Not only was communication important to protecting service
levels through the transition, it was equally crucial in getting and constantly reinforcing buy-in
by demonstrating commitment to a process that would improve service. By the end of Phase I,
all staff had bought into the proposed changes.

The 1G monitored its progress, kept the pulse of the = communications varied to
community, and held extra meetings and briefings to address et the needs of different
emerging concerns. Communications varied to meet the ' gakeholders and to ensure
needs of different stakeholders and to ensure stakeholder = gakeholder input.

input.

o At firgt, the IG used weekly meetings and a pair of retreats for the team to plan and
schedule the process.

e Although the IG included representatives from a broad set of stakeholders, members
made sure to expand participation and reach out to all stakeholders, to keep the full
community involved in the process.

e The IG used monthly briefings of several standing committees to keep everyone up to
speed, and gradually expanded the scope of the communications strategy.

The IG used, and is continuing to use, other communication tools to reach out to staff and the
NIH community as a whole. An interactive web site and an EEO newsletter provided readily
available and consistent information about the changes underway. The web site remains a one-
stop resource for tracking progress and researching the effects of the changes for stakeholders; it
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also reinforces stakeholder involvement by alowing them to submit feedback through an
evaluation form. OEODM brought its restructuring web site online before the physical transition
(Phase 11) began. OEODM has aso begun to publish its “News and Notes’ newsletter, which
offers a corporate perspective of EEO and diversity activities, in contrast to prior publications
that were | C-based.

Two-way communications. Group-specific meetings
(eg. targeting EEO staff, EOs, IC Directors, NIH
leadership, or the office of the ombudsman) and day-
long all-hands retreats provided venues for stakeholders
to learn, voice uncertainties, and  make
recommendations. And it was clear that management was listening. The EEO 1G and the
OEODM director demonstrated openness to, and acceptance of, stakeholder input in severa

ways:

The EEO | G and the OEODM
Director demonstrated openness
to, and acceptance of, stakeholder
input...

e In April 2004 the OEODM director offered individual briefings for al EEO staff (70
briefings total) ahead of a May retreat.

e ThelG worked with EEO staff to help make assignments to positions in the consolidated
OEODM. Although the director had the authority to make all final assignments, the 1G
provided staff with descriptions of the positions in the new divisions and solicited their
preferences and qualifications, rather than leave staff out of the most important part of the
restructuring for them.

e In response to IC concerns about loss of on-site support, as discussed above, the IG
agreed to allow the ICsto retain alocal EEO presence in the form of liaisons.

The EEO |G relied on data- Data-driven decisions. The EEO |G relied on data-driven
processes both to guide decisions about the change and to
generate support for it. The group undertook several data
collection and analysis efforts. For example it collected
data on location of existing EEO officers, some of whom
were not co-located with ICs, to help overcome IC
concerns about losing on-site support. But the most
extensive effort was aworkload and staffing analysis. The process of gathering staffing data was
not perfect, given disagreements about what, who, and when to count. OEODM surveyed the ICs
several times, and eventualy settled on staffing data through negotiation with the ICs. For
example, the ambiguity about some activities being performed by EEO staff contributed to
disagreements, and the 1G set up a meeting with EOs to discuss EEO staff duties that did not
clearly fall within the scope of EEO (such as employee fitness programs). This functiona
analysis also aerted the I1G to the fact that, in part because of limited experience in some ICs,
some staff did not have the broad skills needed to function in the centralized, multifunctional
positions they would occupy in the centralized office.

driven processes both to guide
decisions about the change and
to generate support for it. The
group undertook several data
collection and analysis efforts.

Using this data and allowing the ICs to actively participate in the analysis clarified the functions
performed by EEO staff, and facilitated negotiations over what activities to centralize into the
OEODM. It also established a baseline of services traditionally provided to the ICs, alowing
OEODM to make a more precise comparison of service levels, and helped identify training
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needs. Findly, it helped determine that further cuts in staffing would be unnecessary. EEO staff
levels were found to have dropped below the ARAC target, largely through attrition during the
restructuring process. OEODM was still working to determine what its optimal staffing level
should be. However, vacancies in key positions presented problems. In spring 2005, just as the
OEODM began to place people centrally, it lost some of its more experienced people—including
those who headed the recruitment and outreach efforts. The office was working to bring new
staff on board, especially to fill these key vacancies, but it experienced hiring delays associated
with NIH’ s hiring process.

How Did the Academy Participate?

Academy staff played an Academy staff played an integral role as a member of the
integral role as a member of EEO I1G and contributed resources, credibility, and expertise
the EEO | G and contributed to the process. The Academy liaison served as a catalyst to
resources, credibility, and point the team in the right directions and helped facilitate the
expertise to the process. change through counsel to the group as well as to the group
leader. Her skill, expertise, and close involvement helped her

gain the confidence of the team, as did the credibility she brought as an unbiased outsider.

Academy staff frequently played an active part in the briefings and retreats held during both
implementation phases. The Academy liaison helped to set agendas and facilitate discussion, as
well as providing advice and insights based on many years of experience operating EEO and
diversity programs at other agencies.

At the OEODM director’s request, the Academy conducted a benchmarking study to obtain data
on workload and staffing from comparable organizations and to identify performance measures
and best practices in EEO and diversity programs. Limited information was found on staffing
and outcome metrics. However, the Academy’s study identified an extensive list of best
practices for program performance, including a long list of possible output performance metrics.
This study probably could not have been completed within existing OEODM resource levels.

How Will the Impact of Change Be Assessed?

As discussed above, the EEO |G was hindered by a lack of performance data with which to
monitor service levels as the transition progressed. The Equal Employment Opportunity
Commission requires metrics on complaint processing times, but other metrics are not available
NIH-wide. This made it difficult for the new organization to compare its performance with the
past on any dimension other than compliance with regulations for complaints processing.

OEODM had begun developing a sample service level agreement (SLA) and a three-year
strategic plan. The Division of Program Evaluation also had begun developing an approach to
evaluating the agency’s EEO and Diversity program, looking to both output measures (such as
number of complaints, complaint processing times, and the agency’s diversity profile) as well as
outcome measures (such as employee attitudes toward diversity and diversity programs). The
findings of the Academy’ s benchmarking study supported the Division’s work to develop a set of
measures to use in tracking the agency’s performance as well as its efforts to develop standard
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operating policies and procedures. Use of SLASs should help aleviate individual IC concerns
about service quality, and the performance assessment program being implemented should help
OEODM maintain and improve its services.

CONCLUSION

This group was able to overcome resistance to change and concerns about possible negative
impacts on service. It still faced morale problems and the difficult work to physically move
staff. Several significant best practices continued to drive progress:

Leadership’s strong support gave credibility to the EEO |G and moved those who resisted
the change to work to influence it rather than prevent it.

Flexibility in the design of the reorganization, even though the bottom line—
consolidation—was a “given,” made stakeholder input meaningful.

The thoughtful, data-driven approach instilled the effort with credibility.

Integrating the Academy staff into the group added experience-based advice, energy, and
“outsider” credibility.

Frequent, varied, and two-way communication prevented surprises and helped to achieve
stakeholder support.

Change management helped staff deal with change, prepared them for their new roles,
and contributed to smooth transition experienced to date.
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Case4: FACILITIES
EXECUTIVE SUMMARY

At the time of theinitial ARAC effort, NIH facilities operations in the Washington, DC, area had
already been consolidated for years and there were relatively few opportunities for additional
consolidation. The final report recommendations focused on a few changes that were already
underway.

ARAC Goals and Accomplishments
The ARAC report recommendations supported several ongoing efforts.

e Complete the stand up of the new Office of Research Facilities Development and
Operations (ORF), with responsibilities carved out of the Office of Research Services
(ORS).

¢ Consolidate management of three remote installations into ORF.

e Complete the competitive sourcing competition for the real property management (RPM)
function being conducted under OMB Circular A-76

e Consolidate management of large conference rooms.

o Determine which facilities-related activities were being carried out independently by ICs
and which of those actions are appropriate for 1Cs. (This goal was added in the fall of
2004.)

The first two goals were accomplished, and NIH initially won the RPM competition. However,
as of the summer of 2005, when this report was being prepared, the award was pending
resolution of a bid protest, and a union dispute also had to be resolved before the new
organization could be established.

Two other key goals had been met, and the Deputy Director for Management was considering
how to proceed on two unresolved issues:

e Several ICs continue to control large conference rooms that meet the criteria for
consolidation.

e NoO decision has been made concerning the appropriate division of roles and
responsibilities between I Cs and ORF for facilities management.

L essons Demonstrated by the Facilities Group’s Experience

Where ORF and ORS officials could act without building consensus among ICs, NIH made
progress—ORF is operating separately from ORS, and management of the three remote
installations has been centralized. But progress was not made where ICs resisted change.
Though seemingly minor in extent, these changes were staunchly opposed and may not have
been good candidates for the “consensus approach” that was used.
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BACKGROUND

NIH facilities operations in the Washington, DC, area had aready been consolidated for years, at
the time of the initial ARAC effort and there were relatively few opportunities for additional
consolidation. Facilities management covers a wide range of planning and operations activities:
master and facilities planning, capital facilities project development, real property management,
leasing, and the several facility-based services. building security, food service, and events
management (conference services). Most of the services were managed by in-house staff
through commercial, fee-for-service contracts. The committee that developed the ARAC
recommendations considered a variety of possible future consolidation efforts, however, such as
concessions and food management, and noted that possible consolidation of these into
department-level contracts also could be explored. But the final report recommendations
focused on afew changes that were already underway.

ARAC GOALSAND ACCOMPLISHMENTS
Goals

Prior to initiation of the ARAC effort, NIH had already decided to make several changes in
facilities management. The ARAC report recommendations supported these efforts.

o Complete stand-up of ORF: At about the same time as the start of the ARAC activities,
NIH carved al facilities-related functions—including property management, facilities
planning, capital project management, leasing, and environmental management—out of
ORS to form ORF. Completing restructuring and establishment of ORF became one of
the ARAC goals.

e Consolidate management of three off-site installations into ORF. Remote installations in
Montana, North Carolina, and Baltimore, were managed independently from ORF by IC
units in those regional installations. NIH had decided to bring management of these
installations under ORF, and this became an ARAC goal.

e Complete the A-76 competition for the RPM function: NIH had decided to compete this
function—part of ORF's responsibilities—as part of the A-76 competitive sourcing
program under OMB Circular A-76. A cost study was well underway, and it included the
three off-site instalations as well. Completion of the RPM A-76 competition also
became an ARAC goal.

e Consolidate management of all conference rooms that accommodate 50 or more people:
Most of these large conference rooms were aready centrally managed by ORS. Prior to
the ARAC initiative, NIH had decided to include conference room management under a
separate NIH A-76 competition for visual and medical arts (VMA). In addition to
management of all conference rooms that could accommodate more than 50 people, the
performance work statement (PWS) for this competition included related video-
conferencing and other visual and medical arts functions, including some information
technology functions. Ultimately the conference rooms addressed in the ARAC
recommendation would be managed in the organization that won this competition.
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e Latein 2004, the ARAC goals were expanded. The Deputy Director for Management
(DDM) agreed that the implementation group should determine which facilities-related
activities were being carried out independently by 1Cs, which of those actions were
appropriate for 1Cs, and which should be the sole responsibility of ORF. Key
management concerns related to possible NIH liability if 1Cs failed to follow all lega
requirements—for example, those related to environmental safety, employee health and
safety, building code, and construction spending requirements—when they conducted
independent facilities management actions.

Accomplishments and Status

ORF was established and made fully functional. Responsibility for management of the three
major remote installations transitioned smoothly to ORF. The NIH most efficient organization
(MEO)™ bid for VMA was selected, and the new organization was scheduled to go online early
in FY 2006.

As of the summer of 2005, when this report was being prepared, several goals had not been met:

e The NIH MEO initidly won the A-76 RPM competition. However, the award was
pending resolution of a bid protest. In addition, the means of staffing the MEO, if NIH is
successful in overcoming the bid protest, had not been worked out with the union
representing many ORF staffers.

¢ Questions about the conference room consolidation had not been resolved; several ICs
continued to control conference rooms that meet the criteria for inclusion in the ORS
central program (and the MEO).

e No decision had been made concerning the appropriate division of roles and
responsibilities between | Cs and ORF for facilities management.

The DDM took under advisement how to proceed on the unresolved conference room and
facilities management issues.

THE FACILITIES GROUP'SEXPERIENCE
What Key Challenges Did the Facilities Group Face?

Relative to other NIH consolidation efforts, most of the Facilities goals were small. There also
was a strong history of customer-based management, including use of service agreements. In
addition, concerns about the impact of the changes on service were much more limited than in
most other areas. But two major factors hindered progress.

Strong resistance from ICs. Because consolidation of most facilities and conference room
management functions had been achieved before ARAC began, the ARAC goals appeared to be
simple clean-up activities—bringing the last few facilities management activities and large

1 An MEO is afederal agency’sin-house staffing plan for an A-76 competition, representing the most efficient and
cost-effective organization. The MEO proposal is compared to the bids submitted by private-sector companies.
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conference rooms under central management. This perception proved to be deceptive, however,
because powerful forces had been exercised by some ICs to keep these exceptional cases
independent in the first place. The large ICs, with significant independence, had a long history
of maintaining these functions themselves. Additionally, although NIH management knew some
functions had not been consolidated, it did not have accurate data on the extent of these
independent 1C actions.

Uncertainty about the RPM MEOQO: The extent of the
proposed change (significant staff reductions)
encompassed in the RPM MEO, and the ongoing
delay in implementing it, put stress on al those
involved in the facilities function at the same time
that tensions were developing over the other ARAC

...although NIH management knew
some functions had not been
consolidated, it did not have
accurate data on the extent of
independent | C actions.

consolidation issues.

Uncertainty persisted long after the competition had been completed and the facilities
community had expected decisions about the MEO to be final. The NIH MEO called for a
staffing reduction of about 25 percent (from 420 to 320 for those performing covered functions).
The bid protest filed with the Government Accountability Office (GAO) alleged that the NIH
MEO had unfairly underbid and would not be able to perform the work in the PWS within the
level of effort proposed for the MEO. Both parties and GAO agreed to have an independent
consultant review the NIH proposal and recommend adjustments in the man-hour level-of-effort
required to accomplish the stated scope. NIH would then consider the recommendations, make
adjustments to the cost proposal, and the procurement office would re-evaluate the proposals for
selection. The outside competitor’s proposal would remain unchanged. The independent study
was targeted for completion by the end of October 2005. NIH did not know the extent to which
staff would be reduced.

Additionally, the union representing many of the employees affected by the RPM MEO filed a
complaint. As proposed, the MEO would result in a major reduction in staff; grade structure
would be lowered; and positions would become multidisciplinary. Management planned to make
the selections to fill the staffing plan for the MEO on a “best qualified” basis. The union
maintained that the positions should be filled by seniority. Management was concerned that
using only seniority to staff the downsized organization would significantly reduce the number
of lower-level staff and limit management’s ability to “grow” leadership in the area, as well as
eliminating some of the most highly qualified employees. Union officials were not actively
involved in all phases of the competitive process, but it is not clear whether other approaches to
involving the union could have avoided the protest; the union’s position was well-known. As of
the summer 2005, when this report was being prepared, the issue was with the National Labor
Relations Board for resolution, but would not move forward until the selection of the MEO was
officially completed. Accordingly, NIH remained unable to determine which staff will lose their
positions.

Despite these uncertainties, it was clear that a large number of
employees would be left without positions in ORF. And the
uncertainty took atoll. Staff left, moving to other jobs, retiring, and so

...the uncertainty
took atoll.
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forth. This attrition was compounded by delays in hiring resulting from HR restructurings as
well as by policies NIH put into place to help meet a management promise that no employees
would lose their jobs as a result of consolidation. Hiring freezes and increased restrictions on
filling higher grade positions were instituted to help ensure that positions would be available for
displaced workers to move into. Combined with the attrition, these additional restrictions
resulted in understaffing for ORF. The impact of lower staff numbers was, in turn, compounded
by significant increases in workload as new facilities came online. All told, ORF reported that
staff morale was very low, the remaining workforce was stretched thin, and ORF was having
difficulty maintaining adequate service levels.

How Did the Facilities Group Oper ate?

Limited IC participation: The original ARAC Facilities committee membership included ICs,
ORF, and ORS representation. The ARAC recommendations the committee drafted in 2003
were basically non-invasive upon the 1Cs and did not raise significant concern when the ARAC
report was issued. In 2003 and 2004, ORF and ORS officials worked to move toward making
ORF fully operational, consolidating management of the three regional institutions into ORF,
and participating in the two A-76 competitions.

Expanded representation and mission: After the Guide to Administrative Restructuring at NIH
(Guide) was published in August 2004, the DDM made clear her desire that a formal
implementation group (IG) with IC representation be established for each of the eight ARAC
functional areas, and that each group develop its implementation plan and push toward
completion of NIH’s ARAC commitments to the DHHS. Consequently, the ARAC Facilities 1G
was reconstituted in the fall of 2004 and began meeting regularly. Although still co-chaired by
the Directors of ORF and ORS, membership was expanded to include a larger representation of
ICs, including some ICs that continued independent conference room and facilities operations.
With this new activity, the Academy also became more actively involved in the process,
supporting ORS and ORF and assisting with the I G.

Draft implementation plan: The Guide included a requirement for each ARAC |G to develop an
implementation plan to accomplish the recommendations included in the ARAC report. The
Academy liaison to the Facilities |G drafted an implementation plan, consistent with the Guide.
The draft plan included activities to stand up the RPM and VMA MEOs, along with an expanded
critical path schedule to include MEO activities and address the other ARAC goals. The head of
OREF refined and accepted the Academy draft. However, as discussed below, the draft was never
finalized.

At the same time, with the agreement of the DDM, the ARAC goals were expanded to include
the resolution of the roles and responsibilities issue between the |Cs and ORF.

Overall, the Facilities |G was to accomplish four things:

e Approve an implementation plan to be submitted to the NIH Steering Committee for
approval
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e Review, comment on, and approve a conference room survey form (to identify all
conference rooms not then being managed in the ORS central program)

e Establish criteria for central management of conference rooms and help draft a policy
document

e Work to resolve the facilities-related roles and responsibilities issue and help draft a
policy document

Decisions by consensus: At the initial November 2004 |G meeting, the directors of ORS and
ORF established “consensus’ as the decision-making process for the group. Regular 1G
meetings occurred through February 2005. The IG continued to critique the implementation plan
but could not come to agreement. The conference room survey was critiqued and revised several
times, and was eventually released based on the understanding that a third set of revisions would
be incorporated and the survey would be issued immediately thereafter. The IG did not consider
the roles and responsibilities issue, even though an initial draft template had been prepared for its
consideration.

Because consensus could not be Clarification of IC roles and responsbllltles and

reached, the DDM took conference room consolidation were contentious iSSues.
responsibility for deciding the The late convening of an ARAC committee to address
next steps. issues with strong 1C resistance was “too little, too late,”

and left little time for the delicate, behind-the-scenes
work that would have been required to resolve them. The result was an impasse. No serious
dialogue on the real issues occurred, and no minds were changed. Ultimately, the |G meetings
were suspended because of the lack of progress. Because consensus could not be reached, the
DDM took responsibility for deciding the next steps.

Change management: Although a lot of thought had been given to how to accommodate the
many ORF staff who were likely to be displaced by the RPM MEO, and NIH had established
programs to help employees adjust, no definite plan could be developed prior to MEO approval.
NIH initiated programs to assist individua employees through NIH’s Transition Center and
training programs to help provide trades people with opportunities to obtain certification in other
trade skills—so that they might qualify for the multi-discipline jobs on which the MEO bid was
based.

ORF took several steps to prepare for transition to the MEO when it appeared that
implementation was near. ORF provided information to all staff on the jobs that would be
available after the MEO was established, and encouraged staff to apply. A consultant was
retained to brief management on the impacts of change, and provided services during the MEO
process. All employees were provided with information to help them understand and cope with
the stress of change. A communications matrix (plan) was prepared and, throughout the A-76
study and organizational restructuring, multiple all-hands meetings informed all employees of
the process, potential impacts, schedules, and possible outcomes.

As the process bogged down with the union and bid protests, however, staff meetings were

discontinued, because ORF officials smply did not have answers about who would lose their
positions and what NIH would do to reassign them. Morale suffered. It is difficult to know
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whether discontinuing the staff briefings exacerbated the problems, though management felt
having meetings with “nothing new to say” just made things worse.

Data collection and analysis. The Facilities |G undertook
severa efforts to obtain specific data on which to make
decisions. A survey was conducted to identify all
conference rooms that would accommodate more than 50
people. As noted earlier, the |G debated the content of the
survey for some time, but it was eventualy distributed to all 1Cs. Initial response was limited,
but ultimately all 1Cs submitted data. |G meetings were suspended before discussions were
initiated on decision criteria for determining which conference rooms should and should not be
centrally managed.

As the process bogged down
with the union and bid protests,
however, staff meetings were
discontinued...

In early 2005, the Academy assisted in developing a document to be used by the Facilities IG in
establishing a formal understanding about the relative roles and responsibilities of the ICs and
ORF for specific facilities functions—including, acquisition, occupancy, operation, maintenance,
and renovation. The extent of the overlap and the number of players was unknown. This
document displayed NIH Delegations of Authority dealing with facilities management and
operations, and ORF's Functional Statement of responsibilities; it also suggested roles and
responsibilities in ten functional areas. In addition, the Academy reviewed all IC Functional
Statements for reference to facility functions, extracted the information, and identified areas of
potential overlap. Again, however, the IG meetings were suspended before the group began
discussing thisissue.

How Did the Academy Participate?

In early 2004, when the Academy first became involved in the NIH ARAC activities, the
Directors of ORF and ORS raised the potential for the Academy to assist in resolving issues
around the remaining consolidations of IC facilities and conference room management
responsibilities. The Director, ORF, felt that the Academy could provide an independent
assessment and recommendations that would = pe Director, ORF, felt that the Academy

carry more weight within the NIH community 514 provide an independent assessment

than an internal study could. But higher = 544 recommendations that would carry
authorities decided it was not the right time for more weight within the NIH community

that, and the question of IC roles and = than aninternal study could.
responsibilities was not made an ARAC issue
until late in 2004.

Once the 1G began meeting regularly in the fall of 2004, however, the Academy became more
engaged. It established a presence on-site in the ORF office, conducted the work discussed
above related to the implementation plan and roles and responsibilities, and assisted the Directors
of ORF and ORS with the ARAC dashboard and other progress reports required by the DDM.

The Academy’s fact-finding assistance helped move work forward. The Academy’s most
extensive efforts related to devel opment of performance metrics, discussed below.
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How Will the Impact of Change Be A ssessed?

NIH's centra facilities office has historically
provided contract-based services to ICs.
Already existent service level agreements will
continue to help define expectations and
establish a basis for customers to express their
level of satisfaction, at least on an individua 1C
basis. But assessing overal changes in
performance, as envisioned in the Guide,
requires development of a broader performance measurement program. In response to a specific
task by NIH, the Academy helped ORF and ORS identify possible measures to support such a
program.

...[SLAs]will continue to help define
expectations and establish a basis for
customersto expresstheir level of
satisfaction...But assessing overall
changesin performance ...requires
development of a broader performance
measurement program.

Existing datac Data for ORF already existed in three areas. One was an active and viable
building indexing process that identifies all buildings and their components, the condition and
projected life of the components, and associated repair/replacement cost information. This
information was used to formulate the annual budget to maintain the buildings at the best
possible condition based on funds available. It will alow an overall assessment of changes in
facilities conditions—a key, long-term outcome measure for facilities management.

The second measure was a customer satisfaction survey that was sent to the 27 IC Directors in
November 2004. The survey provided feedback on the individual programs that constitute ORF.
ORF received 16 responses to this survey and fairly positive ratings.

Finally, ORF also had alarge activity-based costing database from which measurements could be
developed.

ORS aso had some existing performance measures for centrally managed conference room
facilities: customer satisfaction and cost benchmarks. ORS was considering possible additional
measures.

New government-wide requirements. As noted above, the Academy also benchmarked facilities
management measures in other private and public organizations to identify possible ORF
performance measures. But an emerging government-wide initiative to develop standard
business measures for facility management made that effort less important.

In February 2004, the President signed Executive Order 13327, “federal rea property asset
management.” This executive order, among other things, directed all major agencies to develop
common performance measures for this function. The order resulted in the formation of an
Interagency Council to guide and direct the necessary outcomes. During the past year, the
Council produced a document titled, “Guidance for Improved Asset Management,” which
contains 23 common inventory data elements, including four designated as “First Tier”
Performance Measures. The four are:

e Utilization
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e Condition Index
e Mission Dependency
e Annua Operating and Maintenance Costs

The DHHS Office of Facilities Management and Policy had undertaken the implementation
efforts required as a result of the Executive Order. In addition to the four first tier
measurements, DHHS added an additional measurement for construction. A work group was
assigned to each measurement to develop a standard application for all DHHS elements. DHHS
planned to have measurements fully developed by the end of FY 2005. Data collection for some
of the measures will be phased in over severa years—because of the size of the inventory and
the degree of difficulty involved in collecting the information. NIH will have to comply with the
five standard measures when they are established.

CONCLUSION

Where ORF and ORS officials could act without building consensus among ICs, progress has
been made—ORF is now solidly constituted as a separate entity, and management of the three
off-site installations has been centralized. But where ICs resisted change, progress was not
made. Though seemingly minor in extent, these changes were staunchly opposed and may not
have been good candidates for the “ consensus approach” that was used.

Lessons related to the A-76 process are discussed in Appendix E in this report. However, the
experience here confirms that of other functions: prolonged uncertainty, low staff morale,
increased attrition, and overworked staff constitute an unhealthy cycle—one which requires
direct management action (such as hiring, training, and communication) to break.
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Case 5: FINANCE
EXECUTIVE SUMMARY

Core accounting and finance functions were aready consolidated in the Office of Financial
Management (OFM) prior to the initiation of the ARAC effort. Although OFM had been
functioning well—for example, it had received a clean financial audit opinion for the past five
years—it recognized that it had an outdated accounting system, a workforce that was being
challenged with new government-wide reporting and accounting requirements, plus staffing
limitations. In fact, as early as 1999, NIH had begun work to replace the aging accounting
system: the replacement system is the integrated NIH Business System (NBS), which ultimately
will support finance, travel, property management, and acquisition. Because OFM’s financial
responsibilities, by definition, link it to every 1C and office, the entire NIH community has a
stake in the office’ s operations and in the successful deployment of NBS.

ARAC Goals and Accomplishments

The ARAC report recognized the critical role of NBS in continuing sound financial management
at NIH, aswell as the importance of the department-level Unified Financial Management System
(UFMYS) that was also under development. The ARAC report recommended four “next steps”:

Continue to support the development of the NBS and the UFM S

Work closely with the DHHS to develop shared services once UFM S is fully deployed
Develop benchmarks for staffing levels for the new systems

Implement a system for monitoring outcome metrics

Panning for NBS had begun long before the ARAC effort. In fact, two NBS modules were
installed shortly after completion of the ARAC report, in September and October 2003. Though
not without some problems, the deployment was a major accomplishment, and OFM was already
reporting benefits—in the form of fewer manual interventions.

OFM was continuing to work with NBS and UFMS officials to design and deploy the remaining
NBS modules, and to ensure effective integration with UFMS. These systems will not be fully
deployed until FY 2007 at the earliest.

L essons Demonstrated by the Finance Group’s Experience

OFM’s accomplishment in supporting implementation of NBS, maintaining its record of clean
audit opinions, and avoiding significant reductions in productivity is commendable. In addition
to efforts by the NBS Project Team (discussed in Appendix F), these accomplishments were
made possible by NIH management’s support and the close collaboration between OFM and
NBS. Staffing and organizational issues were being addressed, and a performance monitoring
program was being developed.
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BACKGROUND

Core accounting and finance functions were already consolidated in OFM prior to the initiation
of the ARAC effort. OFM provides consolidated accounting and payment support to all 27 NIH
ICs. These centralized activities involve all of the traditional finance operations, including
accounts receivable and payable, cash management, audit liaison, travel reimbursements,
financial statement preparation, and financial policies and procedures.

Although OFM had been functioning well—for example it had received a clean financial audit
opinion for the past five years—it recognized that it had an aging and outdated accounting
system, a workforce that was being challenged by new government-wide reporting and
accounting requirements, plus staffing limitations. In fact, as early as 1999, NIH had begun
work to replace the aging accounting system. What emerged was NBS, an integrated Oracle
software suite of accounting programs designed to support finance, travel, property, and
acquisition functions. Because OFM’sfinancial responsibilities, by definition, link it to every IC
and office, the entire NIH community has a stake in the office' s operations and in the successful
deployment of NBS.* (NIH'’s experience in implementing NBS is discussed in Appendix F.)

ARAC GOALSAND ACCOMPLISHMENTS
Goals

The ARAC report recognized NBS's critical role in continuing sound financial management at
NIH, as well as the importance of the department-level UFMS that was also under development.
The NBS and UFMS systems are both Oracle-based.

The ARAC report identified four “next steps’ aimed at ensuring a smooth transition for these
systems. These four next steps were:

Continue to support the development of NBS and UFM S

Work closely with DHHS to develop shared services once UFM S is fully deployed
Develop benchmarks for staffing levels for the new systems

Implement a system for monitoring outcome metrics

Accomplishments and Status

Planning and implementing NBS, which will ultimately be integrated with UFMS, is along-term
project. During the time the ARAC committees were working to develop consolidation
recommendations, OFM had already been working closely with the NBS Project Office. In fact,
shortly after completion of the ARAC report, in September and October 2003, two finance
modules—general ledger accounts receivable and payable, and travel—were installed. Though
not without some problems, deployment of these modules was a major accomplishment. After a
planned transition period in which NBS staff provided direct support to OFM, OFM took over

12 Both the NBS Project Office and OFM report to NIH’s Deputy Director for Management (DDM).
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the monthly closing of the books with the new system in June 2004. OFM was already reporting
benefits derived from the new system, specifically, that fewer manual interventions were
required than under the old system.

OFM was continuing to work with NBS and UFMS officials to design and deploy the remaining
NBS modules, and to ensure effective integration with UFMS. Most of the remaining NBS
modules had been scheduled for deployment in 2006. However, unexpected appropriations
reductions resulted in delaying further NBS deployment until at least 2007. UFMS was aso
scheduled to be deployed in FY 2007.

ARAC did not establish staffing goals, and OFM does not expect to develop final staffing goals
until NBSisfully deployed. However, OFM was working to fill a number of vacancies, and had
requested some additional positions. OFM was also considering possible performance metrics
and working to develop a performance monitoring program. Among other things, OFM was
considering 24 metrics recommended in arecent Academy staff study, which is discussed more
fully later.

THE FINANCE GROUP’'SEXPERIENCE
What Key Challenges Did the Finance Group Face?

Integration with other changes. Coordination with other change
efforts required significant staff time and resources. While OFM g
and the NBS Project Team were working to develop and deploy = changeeffortsrequired
NBS, work was underway at the department level to develop and | Si9nificant staff time
deploy UFMS. The OFM and NBS teams had to spend significant | nd resources.

time not only working together, but working closely with the department’'s UFMS team, to
ensure that NBS and UFMSS can be effectively integrated. There is currently an extensive study
underway to determine how best to merge the two Oracle-based systems. UFMS will provide a
more summary level of accounting, while the NBS version includes day-to-day essential
operational capabilities at the most detailed level. It is expected that the two systems will be
compatible. However, significant uncertainties surrounded proposals DHHS was considering for
department-wide consolidations of some financia functions, under which NIH could be either a
service center or a customer for some of the functions now being affected by NBS.

Coordination with other

Software modifications. NIH selected the commercial-off-the-shelf Oracle software to replace its
20-year-old, outmoded Administrative Data Base. Officials initially expected to deploy NBS
with limited customization of this software, advertised as government ready. However, the
Oracle software needed considerably more adaptation to make it effective in a government
setting than initially expected—a lesson many government agencies were learning at the same
time. When the ARAC recommendations were being developed, the initial NBS deployment

13 A Review of the National Institutes of Health Financial Management Organization, National Academy of Public
Administration, March 2005. (The executive summary of this study is contained in Appendix Jto this report.)
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schedule had already proven optimistic, and initial timelines had been extended significantly to
allow needed modifications.

Increasing workload: OFM faced significant challenges in continuing to meet its operational
commitments to customers and stakeholders, while at the same time working to deploy the initial
and subsequent NBS modules. The stress of continuing day-to-day functions increased as a
result of recent requirements for accelerated completion of annual financial statements and
expanded responsibilities, such as those for internal management controls being required by the
recently revised and strengthened OMB Circular A-123.

Staffing shortages: Since at least 2001, OFM has been operating with staffing levels significantly
below authorized ceilings. The ARAC report did not recommend staff reductions, and in fact,
recognized the possible need to hire temporary staff to support initial deployment of NBS.
However, NIH reduced staffing ceilings (from 148 to 126) in FY 2004, and planned to hire
contract or temporary workers as needed. Actual staffing levels have consistently been below
the authorized levels, with supplemental contract or temporary staff. In 2001 staffing was at 126,
compared to the 148 ceiling; in 2004 there were 109 on-board staff, compared to the 126 ceiling.
In 2004, 29 contractors supplemented the 109 staffers. The recent Academy staff study
concluded that OFM will need an increased number of civil service staff if it isto meet its future
challenges, especially given the transfer of several key staff to the NBS and UFM S efforts.

Although the first two modules of NBS have been deployed, OFM did not fully ramp up in a
way that facilitated the development, roll-out, and optimal operation of the deployed modules.
Staffing issues were at the core of this problem. OFM faced a significant number of vacancies at
both supervisory and technician levels, and existing OFM staff did not have all of the necessary
experience and skill required to operate the Oracle systems. A number of factors contributed to
this situation. As noted above, NIH made a decision to rely on contract staff to supplement full-
time employees, and OFM aso detailed severa key staff to the NBS and UFMS efforts.
However, efforts to hire additional employees faced significant obstacles, including difficulties
in filling announced vacancies. These difficulties resulted, in part, from the limited availability
of people with necessary Oracle skills in the job market, but internal delays in filling announced
job openings presented a much more serious and frustrating

problem. As discussed later in this appendix, the upheaval in HR = ...theupheaval in HR
services—including systems problems, restrictions on hiring GS | services...slowed hiring
14s and 15s, and HR’s own staffing shortages—slowed hiringtoa = to acrawl.

crawl.

How Did the Finance Group Oper ate?

Close adlliance with NBS Project Office: Close, formal
connection between the key change efforts was a critical factor
in the deployment of the early modules. OFM was a key
player with the NBS Project Team, and they continued to work
closely together. OFM played a substantial role in the
requirements studies, development of the business case for
NBS, and selection of the commercial-off-the-shelf Oracle software. OFM was also an active

Close, formal connection
between the key change
effortswas a critical factor
in deployment of the early
modules.
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participant in creation of the NBS Project Office, which was staffed in part with several key
OFM staff who were detailed to the project, as well as with substantial support from the systems
integration contractor, BearingPoint. This close relationship with NBS was OFM’s prime focus,
and OFM did not pursue any separate ARAC implementation effort to develop staffing metrics
and performance measures until the Academy study was initiated in October 2004.

L eadership’s support: From its beginning, the development
and deployment of NBS has been a high management
priority in NIH. Management dedicated a significant level
of resources to the effort, including contracting for systems
integration services and detailing other NIH staff to the
project. The current DDM, who formerly headed the NBS project, demonstrated consistent
interest in, and knowledge of, the effort and took decisive action when needed to keep the
process moving.

From its beginning, the
development and deployment
of NBS has been a high
management priority in NIH.

Realistic timetable: Once the extent to which the Oracle system had to be modified became clear,
NIH wisely postponed deployment of the NBS modules, some by severa years, to ensure that
the systems met the agency’s needs. This flexibility was critical to success in deployment of the
first modules, which was accomplished in accordance with the revised schedule. The agency
was on track to implement the additional modules on the new timetable, but was forced to delay
deployment until 2007 as aresult of appropriations cuts.

Change management: Much of the support for deploying the core financial and travel modules
came from the NBS team. This team devoted significant attention to communication and other
change-management activities. To implement these first two modules, the team implemented
specific communication and change-management plans. A few of their key efforts included:

e Preparing a stakeholder analysis to identify which employees would be affected and how,
and to identify which communication strategies would work best with each group

e Conducting “role-mapping” to identify how staff functions would change once the new
systems were deployed™*

e Providing extensive training to staff responsible for using the new systems

In spite of the attention and effort dedicated to change management, implementation was not
without problems. One critical issue was that OFM did not quickly adapt to the changes in staff
functions brought by implementation of the NBS modules. Tasks formerly done by NIH’s
information technology staff (such as preparing reports and doing error analysis) are built into
the OFM staff functions under the “best practices’ represented by the NBS system. NBS
officials believed that the agency as a whole (many in management as well as staff) had not fully
comprehended the process changes that would need to occur. Consequently, NBS decided to
modify its training approach for future modules to better ensure that staff understand not only
how the system works, but how the processes it supports will change, specifically comparing the

14 An underlying concept of the new system was that “best practices’ for business processes were built into the
software. As aresult, business processes—and individuals functions—changed to support the new systems.
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old and new processes. Additionally, only staff who have been certified as having been trained
will be allowed to use the new system.

Stakeholder involvement and communication: The NBS project team concluded that an agency
cannot have too much communication among stakeholders. In itsinitial efforts, the team went to
considerable lengths to communicate to key stakeholders and the community at large. An
extensive web page provided up-to-date information and stakeholders also were directly
involved in the process, for example as:

e Staff on the team (e.g., OFM detailed knowledgeable staff to help in system design)

e Membersof awide variety of operational, technical, and advisory committees, designed
to ensure input from technical experts, functional experts, and those who use the services
of the systems (essentially 1C customers)

The NBS project team was continuing to work to improve stakeholder involvement, for example
by clarifying stakeholders' responsibilities for systems implementation. Their new approach was
designed to better ensure that stakeholders participate in system design and that the entire
community is kept informed of progress. Some of the specific changes include:

e Expansion of the roles of those responsible for the functional areas being affected:
Rather than serving primarily in an advisory role, they will be actively involved in system
development. Not only does this have the potential of improving the ultimate design, but
it turns these officials into advocates for the change and helps ensure their active support
rather than mere acceptance.

e Creation of an Acceptance Team: This team, consisting of system end-users, will
participate in developing as well as testing the systems. Although user testing was done
in earlier modules, these new teams will be more formally involved, including reviewing
the end-to-end processes and participating in testing at an earlier stage.

o Establishment of IC Implementation Teams and “1C/OD” Advocates. These people
will help ensure that 1Cs and headquarters offices “take ownership” of the systems.
Among the advocates responsibilities will be (1) certifying that the IC is ready for
deployment, including having all staff trained, and (2) communicating throughout the IC
about what is happening. One problem noted during deployment of the first modules was
that informing only certain key personnel, such as administrative officers and executive
officers, did not always guarantee that all affected I1C staff was informed.

How Did the Academy Participate?

The Academy became actively involved in the changes in Finance in the fall of 2004. In October
2004, OFM tasked the Academy to: (1) document the current OFM organization and staffing; (2)
compare OFM staffing and processes with selected federal agencies; and (3) recommend
improvements in OFM’s organizational structure, staffing, and business processes. In March
2005, the Academy drafted a technical staff paper which recognized OFM’s many
accomplishments, but also observed that OFM faced increasing challenges in a rapidly changing
and dynamic environment.

C-72



APPENDIX C

NIH management has Staffing for OFM becomes increasingly important as the agency
helped to ensurethat HR ~ Prepares to deploy the remaining modules of NBS in the next 2-3
and OFM work jointly years. The Academy staff made several recommendations aimed
toward making hiringfor ~ a (1) making OFM staffing and skill needs a priority for both
OFM apriority. OFM and HR, and (2) developing a long-term strategy for

dealing with the staffing issue, including the extent to which NIH
will rely on contract and temporary employees. The Academy staff also recommended that
OFM staff regularly and continuously attend training classes on Oracle software and other
system and accounting issues. NIH management has helped to ensure that HR and OFM work
jointly toward making hiring for OFM a priority.

The study of OFM’s organization and processes was predicated, in part, on the recognition that
as processes change—as has happened and will continue to happen with NBS deployment—
organizational structures may need to be atered. Among other things—as the additional
modules of the integrated Oracle/NBS system are installed to complete this software transition,
and the NBS implementation staff is phased out of the NBS Project Office—OFM will need to
incorporate some of the system integration and support functions that NBS has been supplying.
The Academy staff made several recommendations about ...as processes change...
organizationa structure to better position OFM to support NBS organizational structures
and UFMS deployment, including establishing a small systems may need to be altered.
unit to give further attention and visibility to these transition

requirements.

Facing significant staffing shortages, OFM took
advantage of the Academy’s help in conducting an
important study of its staffing, organization, and
processes. NIH reacted positively to the Academy
staff’s recommendations, and has already begun to
implement some.

Facing significant staffing
shortages, OFM took advantage of
the Academy’ s help in conducting
an important study of its staffing,
organization, and processes.

How Will the Impact of Change Be M easured?

Little progress was made on the ARAC recommendation related to performance measures until
the ARAC Finance implementation plan was prepared in October, 2004 and the Academy began
its benchmarking study, discussed above. A principal recommendation of the Academy’s study
was for OFM to formally adopt 24 performance metrics, including eight required by OMB.
While an unqualified audit opinion on the agency’s annua financial statements certainly
provides a great deal of assurance that the agency is properly accounting for its resources, the use
of viable and effective metrics would provide more assurance that internal operations are well
managed.

A good series of metrics would enable agency leadership to regularly review key barometers of
how well the organization is managing its day-to-day processing operations and how well it is
satisfying the needs of its clients. Specifically, the Academy staff recommendations on metrics
will: (1) expand the number of current metrics used by OFM so that management will have
additional early warning signs concerning workload backlogs, workforce performance, system
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performance and client satisfaction; and (2) provide indicators that enable OFM and the DDM to
know where other corrective management actions may be required. OFM is now considering
which performance measures to adopt.

As recommended by the Academy staff, OFM also is working to develop service level
agreements (SLAS) with its IC customers. These SLAs would establish appropriate service level
expectations for OFM, and would also specify expectations for the ICs, for example, in
providing data necessary for timely financial transactions.

While current information will alow a high-level
assessment of the impact of changes—such as whether the
agency continues to receive unqualified audit opinions—use
of the more specific measures the Academy staff
recommended would provide a much better basis for
assessing changesin service quality.

...use of the more specific
measures the Academy staff
recommended would provide a
much better basis for assessing
the impact of changes.

CONCLUSION

OFM was able to support implementation of NBS, maintain its record of clean audit opinions,
and avoid significant backlogs or other significant reductions in productivity. In addition to
efforts by the NBS project team, these accomplishments were made possible by NIH
management’s support, and by the close collaboration between OFM and NBS. To ensure a
continued high level of service, OFM had begun to address staffing and organizational issues,
and to develop a performance monitoring system tied to SLAS.
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Case 6: GRANTSMANAGEMENT
EXECUTIVE SUMMARY

The NIH extramural grants management function encompasses 24 funding ICs, whose
extramural grant programs provide a cornerstone of the agency’s biomedical research mission
and accounted for about two-thirds of NIH's budget in FY 2004. As part of the “One HHS’
initiative, the department sought to consolidate grants management at the NIH level. But the
ARAC committee recommended against doing so, primarily because: (1) each of the 24 ICs
receives an individual Congressional appropriation; and (2) the Grant Management Officers in
each IC have full authority to commit the government to expenditures of funds.

ARAC Goalsand Accomplishments

The ARAC report emphasized the need to retain grants management staff dedicated to the
individual 1Cs, but also recommended (1) consolidating grants training, (2) making selected core
business practices consistent across ICs, and (3) further developing a centralized process for
allocating grants management staff among ICs. The implementation group extended
implementation into FY 2005, and met its key goals. The group (1) developed a training
curriculum and piloted the first-ever consolidated course for entry-level grants management
specialists, (2) adopted several common business practices, and (3) adopted workload weighting
factors and completed a workload and staffing analysis. The group continued to create more
central training courses and make additional business practices consistent cross I Cs.

The ARAC report also recommended consolidation of selected administrative functions into
service centers. However, because NIH was concurrently conducting a competitive sourcing
competition under OMB Circular A-76 to consolidate grants administrative functions, the ARAC
group deferred to that process and did not pursue other consolidations. NIH won the A-76
competition and the new consolidated organization opened its doors on October 1, 2004. NIH
experienced substantial difficultiesin standing up this new organization, however.

L essons Demonstrated by the Grants Management Group’s Experience

With the maor exception of the A-76 effort, the changes made in the grants management
function were not as extensive as in other areas. Yet, given the highly decentralized nature of
Grants Management in NIH, officials saw the group’s progress as extremely significant. Inlarge
part that progress was facilitated by the implementation group’s approach to implementing the
ARAC recommendations. Most importantly, the group:

e Used flexibility in the ARAC report to design changes that the community could accept

o Effectively invoked NIH leadership's commitment to change to help encourage
CoNsensus

e Maintained close and frequent interaction with key grants management leadership groups

e Leveraged its knowledge of the extramural community and the enthusiasm of individuals
to help ensure progress
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BACKGROUND

The NIH extramural grants management function encompasses 24 funding ICs that award,
administer, and oversee a diverse portfolio of grants and cooperative agreements that are a
cornerstone of the agency’s biomedical research mission. In FY 2004, this portfolio involved
amost 50,000 awards valued at approximately $20 billion, aimost two-thirds of NIH’s total
budget. Under the “One HHS’ initiative, DHHS had directed that grants management be
consolidated at the NIH level.

The June 2003 ARAC report noted that the grants function in NIH is shaped in large measure by
two factors: (1) each of the 24 ICs receives an individual Congressional appropriation; and (2)
the Grant Management Officers (GMOs) in each IC have full authority to commit the
Government to terms and conditions, including expenditures of funds. The report noted that
these factors made a strong case for preserving a structure that facilitates “close involvement” of
grants management staff in the extramural affairs of each IC. Nonetheless, the report concluded
that there were “a number of NIH-wide opportunities for consolidation of certain [grants]
functions and responsibilities’ that would not “ deter from the primary responsibility of the GMO
tothelC.”

ARAC GOALSAND ACCOMPLISHMENTS
Goals

The ARAC report emphasized the need to retain grants management staff dedicated to the
individual 1Csto support their program objectives. Beyond that, it also recommended that NIH:

e Consolidate extramural grants management staff training in the Office of Extramural
Research (OER), including development of a core curriculum and implementation of a
consolidated training program for grants management staff in all 1Cs

e Develop and implement core business practices across all ICs, beginning with adoption
of standard award termsto be used by all ICsfor routing grant awards

e Further develop a centralized process for reallocating grants management staff across ICs
based on need, beginning with conducting a census of grants management staff in all of
the ICs, and including development, testing, and refinement of benchmarks and staffing
metrics

e Establish service centers to consolidate non-IC specific functions, such as grants
closeouts and fellowship appointments and terminations™

The report set a target implementation date of September 2004 for implementing the changes.
Early in 2004, however, the ARAC Grants Implementation Group (IG) set goals that extended
actual implementation of the training program and application of staffing metricsinto FY 2005.

> The ARAC report indicated that establishing service center “clusters’ based on workload would continue the
intimate relationship with 1Cs while enhancing efficiency.
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Concurrent with the development of the ARAC report, during FY 2003, NIH was conducting a
large A-76 competition for the provision of streamlined and consolidated administrative
processes to support the grants function. The April 2003 performance work statement (PWS)
included among the proposed consolidated responsibilities both grants closeout and
administrative functions related to fellowships. Consequently, the Grants |G did not further
pursue consolidation of functions into service centers. The group continued to pursue
opportunities to standardize other business functions across ICs, however.

Accomplishments and Status

ARAC Goals Accomplished

The Grants |G completed the main goals set forth in the ARAC report:

e Developed a training curriculum that includes four levels of progressive developmental
training for grants management specialists. It developed and, in November 2004, piloted
the first-ever consolidated course for entry-level grants management specialists at NIH;
additional sessions were planned for late in 2005.

e Obtained Grants Management Advisory Committee (GMAC)™ approval for severa
common business practices, including, for example, (1) adoption of mandatory award
terms, and (2) development of common tools for evaluating and managing state
obligations. Beginning in October 2004, NIH also centralized receipt and imaging of non-
competing applications.

e Developed—and obtained GMAC acceptance of—workload weighting factors for grants
management and completed a workload and staffing analysis that identifies those ICs
significantly above or below the staffing norm. The group saw this as a major
accomplishment, given the highly decentralized nature of grants management.

The Grants most efficient organization (MEO),"” the Division of Extramural Administrative
Services (DEAS), opened its doors on October 1, 2004. However, as of June 2005, it had not
assumed all of the tasks included in the MEO bid.

Ongoing Efforts

OER planned to continue efforts to increase flexibility and efficiency in grants management.
Work was underway to refine the curriculum for intermediate training, and a pilot session of that
course was planned for early FY 2006. OER also planned to develop online processes to support
the training function, including online registration, and to establish a Training Advisory Board to
oversee the consolidated training effort. As planned, the management of the online processes
and advisory board will be housed in OER’'s Office of Policy for Extramural Research
Administration, accomplishing the final aspect of the ARAC recommendation to centralize
training.

1 GMAC is composed of the Chief GMO in each IC and representatives from OER.
¥ An MEO is afederal agency’sin-house staffing plan for an A-76 competition, representing the most efficient and
cost-effective organization. The MEO proposal is compared to the bids submitted by private-sector companies.
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The staffing and workload data will be updated periodically, and will be shared with ICs for their
use in analyzing and changing their internal staffing patterns and grants processes. The group
was careful to ensure that the staffing and workload data used were currently available in the
agency’s automated systems. Changes to the systems were being considered, however, to help
make the data more easily accessible to managers. Additionally, DHHS is the lead agency for
the government-wide, multi-year e-grants effort to fully automate the grants system. Once this
effort is completed, all agencies, including NIH, will use this new system.

The GMOs were working to identify more areas where common business practices could be
applied across the I1Cs, and where increased use of technology could help to achieve greater
efficiencies. A key effort was development of a common spreadsheet for use by al 1Cs as they
go through the processing steps for each grant. Other areas under consideration included
additional “common award terms,” and practices in areas such as review and adjustment of
investigator overlap and distributing grant workloads more evenly throughout the year.

THE GRANTSMANAGEMENT GROUP'SEXPERIENCE
What Key Challenges Did the Grants M anagement Group Face?

The Grants IG benefited from the existence of collegial working relationships between grants
function leaders in the various ICs, and the fact that discussions were aready underway about
trying to make the business practices and processes utilized by the ICs more consistent. But
nonetheless, it faced severa significant challenges.

Highly autonomous ICs. The ICs, including their grants management offices, historically have
been protective of their independence. The extramural grant function includes 24 1Cs receiving
independent funding, each of which is headed by an individual fully empowered to take fina
action on grants transactions in their organizations. In spite of existing collegia relationships,
achieving consensus among | Cs had often been difficult.

Management’s demonstrated commitment to consolidation
provided a critical and useful catalyst in overcoming
reluctance to change. Grants |G members found that the
ARAC initiative—and the support of NIH leadership it
demonstrated—helped to focus attention on the goals, and
provided the impetus to obtain agreement from the ICs on a
more timely basis than might otherwise have been possible.
For example, at one point, the training effort was bogged down due to the various requirements
competing for the attention of the individuals designing the initial course. There was some
discussion at that time about postponing the initial course until al of the bugs could be worked
out and all issues could be fully resolved. However, because of the need to show progress
toward achievement of the training goal, the group decided to work through the potential delays,
and was abl e to successfully pilot the course on its original timetable.

Management’ s demonstrated
commitment to consolidation
provided a critical and useful
catalyst in overcoming
reluctance to change.
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Integration with new IT systems. The ARAC group also had to fit its implementation plans to
accommodate the new IT processes associated with DEAS, and others to be rolled out in the
near- and far-term. When fully implemented, these changes, including the government-wide
implementation of an electronic grant process, will further improve efficiency. During the
interim phase, however, the grants function has had to design processes using current
technology, while planning for the changes that the new technology will bring.

Resource limitations. Change efforts took considerable staff resources both in planning and
implementation. ARAC efforts were somewhat slowed by the limited time that group members
had to focus on them. This problem was particularly evident in the consolidated training effort.

Here the group has aready identified a future need to have

Change efforts took dedicated staff, funding, and other resources to support the
considerable staff resources = training program. In an effort to ensure its success, however,
both in planning and the initial entry-level course was designed, taught, and
implementation. supported by Chief GMOs and grants specialists, most of

whom were also involved in the restructuring effort, and all of
whom did this work as a collateral function to their regularly assigned duties. Most of the
materials for the course were “donated” by various ICs, and the Academy assisted by providing
some materials and logistical support. Staffing and workload data had to be collected several
times and reconciled with similar data reported for other purposes. This resulted in additional
work, not only for IG members, but for staff in all of the IC grants management offices.

Implementation of the Grants MEQO: During 2003 and 2004, uncertainty and change associated
with the Grants MEO placed a significant strain on the entire extramural grants community.
Although the Grants IG did not have responsibility for implementing DEAS, and was largely
isolated from that effort, the contemporaneous implementation of DEAS directly impacted all of
those who were working on, and affected by, the ARAC changes. Not only did DEAS represent
a fundamental change in culture (centralized services), it aso resulted in significant attrition
among the grants community and the need to redesign processes. In the year leading up to the
“stand up” of DEAS, the IC grants management offices had to continue performing the duties
dated to be moved into the new organization, while also redesigning their processes and
procedures to accommodate the substantial staff transfers and departures attendant to the DEAS
implementation.

The MEO contributed to stressin the grants areain several ways:

e Asplanned, the MEO winning bid relied on automated systems and a matrix management
approach to support a 300-FTE reduction—about one third of the staff that had been
performing the covered administrative tasks—and a significant reduction in grade levels
aswell.

e Attrition was significantly greater than expected. During the change process many staff
who had been expected to be among those to staff the MEO left. Many factors fueled the
departures—among them were retirements, dissatisfaction with a new role, concerns
about uncertainty, and burnout because of significant workload in the understaffed MEO.
As aresult, the agency had to bring in alarge number of new staff, many of whom were
not familiar with all aspects of grants administration.
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e In identifying the positions to be included in the MEO, the agency had not taken into
account the extent to which the people in those positions also performed non-
administrative grants management functions. The ICs, in at least some cases, considered
this on-the-job training, and used it to “grow” grants managers from among the
administrative staff. Thus, when these positions were transferred to DEAS, the IC grants
management staff had to shoulder this workload shift. The Academy’s study of shifting
workloads (discussed in Appendix H) showed that more than 70 percent of administrative
officers, executive officers, and science directors involved with extramural grants
indicated that their workloads had increased as a result of the DEAS stand up. IC staff
were putting in significant amounts of unpaid overtime and were devel oping workaround
processes (negating the presumed efficiencies of centralization of services) to “get the job
done.”

NIH has taken its experience in standing up DEAS to heart. Among other things, NIH has
provided better guidance on how to identify functions to be included in the scope of the MEO.
The new guidance allows positions to be identified as “partially” within scope to alow for the
many roles individual staffers play in the ICs. NIH also planned to involve human resources staff
more heavily in planning and to assess more accurately which staff are likely to be available to
support the new MEOs. (NIH’s experience with A-76 is discussed in Appendix E.)

How Did the Grants Management Group Operate?

Initial momentum: Consistency in group membership helped . .

keep the group on track. The sub-groups responsible for the = Consistency in group
individual components of the original Grants ARAC report ~ membership helped keep the
continued their independent work between the time the report | 9roup on track.

was issued, in June 2003, and the spring of 2004, when the

grants function formally convened the Grants IG. Many of these same people became members
of the IG. So, when the IG began meeting, the group members had already made significant
progress on the individual restructuring goals. Sub-groups continued to pursue work in the
various areas. These sub-groups expanded participation beyond the 1G membership; they
included GM Os and other 1C grants management staff, and in some cases, executive officers.

Existing communication networks. The group effectively

The group effectively used used the active communication network aready supporting
the active communication the grants function. Long before the ARAC effort was
network already supporting undertaken, the grants program managers in the various ICs
the grants function. met regularly in various groups to address common problems

and to consider potential program changes intended to
improve the overal quality of NIH’s grants function. The key group was the GMAC. Many of
these leaders formed the core of the group that authored the original Grants ARAC report, and
later many of them also participated as members of the IG. From these previous associations, the
members of the group aready knew each other, were familiar with key concerns within the
community, and knew how to engage the community in discussion. The IG made extensive use
of the GMAC to communicate to the 24 highly independent 1Cs the strong support that NIH
leadership gave to consolidation, and to help the 1Cs work through their concerns about this
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significant change. For each mgjor action—training curriculum, common terms, and so on—the
|G worked with the GMAC to ensure NIH-wide acceptance of initiatives.

Flexibility: Having flexibility in approaching change made
progress—and consensus—easier to achieve. Early in the
process, the |G extended the implementation dates for some
of its activities. For example it did not attempt to implement
consolidated training by the originally established date, nor
did it try to initiate all central training programs at once.
Also, rather than putting into place a full program to reallocate staff among ICs, it worked to
provide cross-IC data to inform individual 1C’'s staffing decisions. In contrast, the MEO had
little flexibility in terms of the extent of downsizing or timing for setting up the new

organization—and faced greater difficulties making adjustments.

Having flexibility in
approaching change made
progress—and consensus—
easier to achieve.

...[the group] often built
upon proven practicesin IC models. As the group worked, it often built upon proven
one or more of the I Cs. practices in one or more of the ICs. For example, it used an
existing model from a large IC as the basis for the workload
weighting factors and the training curriculum. It has identified existing practices in selected ICs
as possible models for processing checklists and for spreading grant cycles throughout the year.

Individual advocacy: Individual advocates were important to this group’s progress. The leaders
of the sub-groups worked hard to bring their efforts to fruition and to act as advocates for change
in the community. Without their individual support, it is
probable that progress would not have been as great. Also, as
discussed above, the success of the Grants IG was due in large
measure to the quality and durability of the relationships among
the group’s members and their credibility throughout the NIH
community.

Individual advocates were
important to thisgroup’s
progress.

Evidence-based decisions: The considerable effort that was necessary to develop consistent data
across al ICs paid off. The group worked hard to develop weighting factors for grants
workloads as a first step toward analyzing staffing patterns across ICs. It also dedicated
significant effort to obtaining consistent data from the ICs on the number and type of grants
management staff. Extensive discussion surrounded issues of

The considerable effort that ~  whom to count, what functions to include, and how to ensure

was necessary to develop the data were consistent with other existing data, including
consistent data acrossall ICs  those reported to DHHS. Ultimately, the GMAC approved
paid off. both the staffing data and the weighting factors. The IG

members saw this agreement as a major step for the largely
independent grants community. An analysis was done across ICs to be shared with the ICs for
their use in grants management.

Interaction with other restructuring initiatives. The group’s early efforts were somewhat clouded
by uncertainty about the relationships between the ARAC initiative and the ongoing A-76
process—both had goals of consolidation and efficiency and both began at about the same time.
By many accounts, there was uncertainty about whether either of these changes would redlly
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occur, and the uncertainty made progress more difficult. But the decision to move the group’s
service center consolidation goals to the MEO prevented significant conflict, and the ARAC
group was able to operate independently.

Still, undertaking both initiatives at the same time compounded

the stress of change. As discussed above, the MEO effort had = ...undertaking both
significant indirect impacts on the grants community as the IG | Initiatives at the same time
was proceeding with its work. It also impacted the group’s = compounded the stress of
work directly in several ways. Several members were involved = change.

independently in planning for and setting up DEAS. Among

other things, standard operating procedures had to be developed for the DEAS. Because these
standard procedures did not already exist when the PWS and MEO bid were developed, each had
to be somewhat general. For the organization to function, it needed common practices; it could
not support the 24 grants offices using 24 different practices.

While the Grants IG was working to involve grants staff in the ARAC process, the grants
management community was focused elsewhere, struggling to maintain day-to-day operationsin
the face of significant staff shortages. After the DEAS “stand up,” they had to remain highly
flexible during the “learning curve” phase of the transition to the DEAS, as the new DEAS staff
came up to speed on the duties being transferred to them. Although the ARAC goal of
establishing service centers had been built into the MEO, many months after DEAS was created,
in October 2004, it had not taken full responsibility for grants closeouts or fellowships. The
agency struggled asit “learned by doing” in setting up the new organization. This flexibility will
be required for some time into the future as DEAS increasingly assumes the duties that it is
contractually obligated to perform.

How Did the Academy Participate?

Beginning in the spring of 2004, when the Grants IG was formally organized, Academy
representatives attended the group’s meetings and fully participated in discussions and
implementation efforts. Academy representatives were closely involved with the design and
implementation of the inaugural entry-level grants management specialist training course,
conducted over a 20-day period in November 2004, including providing logistical support for the
course.

The Academy’s external benchmarking study of performance measures used by organizations
having similar responsibility and scope to the NIH grant offices was slowed at first by
difficulties finding organizations that the NIH grants community accepted as sufficiently similar
to NIH in the types, purposes, and size of grants awarded. In addition, some organizations
declined to provide information. Nonetheless, the Academy was able to find several useful
examples of grants processing performance measures being used or developed by other agencies.

Academy staff also participated in early discussions about approaches for obtaining workload
and staffing data from the ICs. Initially the IG anticipated enlisting the Academy staff’s help in
assessing the reasons for significant differences among IC workloads and staffing, if any were
found. However, these data proved very sensitive and received extensive attention by the grants
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managers themselves. By the time the data were vetted and a comparative analysis of 1Cs was
done, there was inadequate time for the Academy to compl ete the intended internal study.

How Will the Impact of Change Be Assessed?

The NIH grants function is included in the DHHS Balanced Scorecard and that information will
be available to track overall changes in employee and customer satisfaction. OER officials,
however, find those data to be of limited value in assessing performance (or impact of change)
because it does not provide information for individual ICs. The Academy’s benchmarking study
provided several possible measures that NIH could use across I Cs, and demonstrated that, in fact,

some agencies are now beginning to focus significant

Some agencies are now attention on performance monitoring in the grants
beginning to focus significant management area. These results place NIH is an informed
attention on performance position to pursue grants management performance
monitoring in the grants monitoring in the future. No decisions have been made on
manaaement area. how the impacts of changes in training and use of common

business terms will be assessed.

Some very specific quantitative performance metrics and standards have been set for DEAS and
data were being developed to track progress against many of them. However, no baseline data
are available, since data from the many 1Cs cannot be meaningfully combined.

CONCLUSION

Some may see the changes that have been made in the grants management area as somewhat
limited—certainly, with the exception of the A-76 effort, the changes did not go asfar asthosein
some other areas. Nonetheless, the group met the goals it set and, in fact, planned to continue
pursuing changes that address the overall ARAC goas. In large part, that progress was
facilitated by the 1G’ s approach to implementing ARAC. Most importantly, the IG:

e Used the flexibility in the ARAC report to allow it to design and schedule changes that
the community could accept

o Effectively invoked NIH leadership’s commitment to change to foster consensus in the
grants management community

e Maintained close and frequent interaction with key leadership groups in the grants
management community

e Leveraged its knowledge of the community and the enthusiasm of individuals, and
supplemented its work with outside resources, to help ensure progress

Although the decentralized nature of the grants management function can be expected to present
continuing challenges, for example in using the staffing and workload data for management at
the NIH level and obtaining agreement on use of common performance measures, given the
highly decentralized nature of the grants management function in NIH, officials saw the progress
as extremely significant.

C-83



C-84

APPENDIX C



APPENDIX C

Case 7: HUMAN RESOURCES
EXECUTIVE SUMMARY

NIH began planning for the restructuring of its human resources (HR) function as early as 2001.
By the time the ARAC effort began, a significant change had already occurred: in October 2002
al HR staff, including those in ICs, began reporting to the Office of Human Resources (OHR).
The ARAC committee found that customer satisfaction had plummeted following this change.
Thus, the committee—reacting to those findings in relation to efforts under way at the time to
consolidate the HR function at the department level—made recommendations designed to
support the President’s Management Agenda (PMA) and DHHS initiatives, while working to
overcome problems resulting from the 2002 changes.

ARAC Goals and Accomplishments

The ARAC committee's first recommended option was to exempt NIH from the department-
wide consolidation and from the mandated staffing reductions.

As recommended in the ARAC report, NIH was excluded from the department-level
consolidation. However, DHHS required that NIH’s HR organization mirror that of the other
consolidated service centers that were created to report to DHHS. OHR, therefore, again
reorganized in October 2003, and this time most HR staff physically moved out of the ICs and
into consolidated space. OHR also lost additional authorized staff, bringing the total reduction
from 2001 levels to about 40 percent; simultaneously, new information systems were adopted
DHHS-wide.

OHR has been working to reverse the decline in performance that followed the 2002
reorganization and that the 2003 changes exacerbated. OHR devel oped a Strategic Business Plan
and established a Strategic Advisory Committee, which began serving as the ARAC
implementation group. Other management initiatives, including two Academy studies, to
identify the unintended workload shifts and organizational issues caused by the changes, were
prepared to explore options for improvement.

L essons Demonstrated by the HR Group’s Experience

The importance of flexibility in organizational change is clear. In spite of what NIH officials
recognized as the legitimate goals of the “One HHS’ initiative, mandates for organizational
structure, timeframes, software systems, and FTE reductions inhibited NIH’s ability to take the
planning, communication, and change-management steps recognized as necessary for successful
organizational change. The resulting decreases in staff morale, customer satisfaction, and
service could have been predicted. NIH took this lesson of flexibility to heart in implementing
the ARAC initiatives. Another profound lesson was the impact that major information system
changes can have on the processes and culture of an agency, and the necessity of carefully timing
deployment of new systems and organizational changes.
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BACKGROUND

NIH began planning for the restructuring of its HR function as early as 2001. By the time the
ARAC effort began, a significant consolidation had already occurred in October 2002. The
ARAC initiative presented an opportunity to look at the impact that change had, as well as look
to the future. Thus, the ARAC report focused on the impact of the October 2002 reorgani zation,
recognized efforts underway at that time to consolidate the HR function at the department level,
and made recommendations designed to continue to address the goals of PMA and DHHS
initiatives while seeking to overcome problems resulting from the 2002 changes.

The 2002 Reor ganization

In 2001, NIH’s HR operations were highly decentralized. The ICs had more than 25 years of
independent operation, with on-site HR experts familiar with both 1C functions and HR policies
and practices. For much of this time the HR staffs were assigned to the ICs. NIH spent aimost a
year considering how to consolidate its HR functions. The Academy assisted NIH with that task,
and was instrumental in developing stakeholder input and identifying functions that could benefit
from consolidation, compared to those seen as critical to retain at the IC level. The Academy
also conducted a pre-consolidation benchmark study of HR organizational structures in other
organizations. Although NIH decision-makers sought input from both the HR community and its
customers, one change was a “given.” al HR staff would report to one central HR office, as
opposed to the independent HR offices then existing in the ICs.

The goal of consolidation was to address department concerns, such as the need for consistency
and accountability, by centralizing, automating, and standardizing activities where it made sense
to do so—including activities such as employee benefits, personnel processing, and training. At
the same time, the agency sought to maintain certain functions, such as hiring and classification,
at the IC level because of their direct impact on the ICs' missions.

NIH’s OHR was reorganized into six divisions, and although most HR staff physically remained
in the ICs, they reported to OHR. Total HR staffing was reduced by about 25 percent in this first
reorganization. Simultaneously, NIH introduced a new HHS-wide personnel information system,
the Enterprise Human Resources and Payroll Systems (EHRP). In 2002, a Human Resources
Advisory Committee, consisting of NIH management and HR customers, was formed to advise
the Deputy Director for Management (DDM) and OHR director. Other changes were planned,
including additional automated systems and implementation of service level agreements (SLAS).
But, as discussed below, HHS-mandated changes overtook these plans.

The original ARAC HR report concluded that, although some benefits had been achieved by the
2002 reorganization—such as reduced FTEs devoted to HR activities, improved consistency in
HR actions, and increased oversight by NIH—these benefits had come at considerable cost. It
declared the reorganization a “dismal faillure’—most notably, customer satisfaction had
plummeted. A survey of 95 customers showed that, while only one respondent rated HR
services as poor before consolidation, more than haf rated it poor after consolidation;
conversely, while more than half rated service as excellent before consolidation, only three rated
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it excellent afterward. Quantitative data also showed that both processing times and workload
per HR staff member had increased significantly.

DHHS-Wide HR Consolidation

At the time the ARAC committee was considering consolidation options, DHHS had already
announced plans to consolidate al DHHS HR functions into four department-level service
centers, one of which would serve only NIH. Each center would be organized into three
divisions, requiring a change from the six NIH established in 2002, and overall staffing levels
would be reduced again for NIH. The department also intended to introduce several additional
automated HR systems to support recruitment and hiring, payroll, classification, and other
activities. Finally, and perhaps of most concern to the ARAC committee, DHHS planned to
physically relocate all HR staff into the centrally located service center. The most common
concern expressed by the NIH HR customers surveyed was that “uncoupling the HR staff from
direct participation” in the ICs had dramatically reduced service levels. Sixty-one percent of
those surveyed rated the HR strategic alignment with IC mission as poor.

ARAC GOALSAND ACCOMPLISHMENTS
Goals

The ARAC committee's first recommended option was to exempt NIH from the department-
level consolidation and from the mandated staffing reductions.

The report also identified a second option, however, apparently to address DHHS-level
consolidation, should it occur. It recognized the potential benefits of consolidating some
functions, including benefits counseling, personnel and payroll processing, and automation of the
paperwork aspects of staffing and classification work. But it expressed uncertainty about the
new automated systems’ ability to meet NIH’ s needs, and cautioned that to bring new systems up
to speed takes time and significant personnel resources during the transition. Therefore, it
presented three recommendations:

e Postpone staff reductions envisioned for October 2003 until key new automated systems
are fully operational.

e Expand the number of Account Managers (included in the DHHS HR centra office
proposal) so that all large and medium size |Cs would have a full-time Account Manager
on-site.

e Establish an Advisory/Policy Board made up of senior officials from the magjor HHS
Operational Divisions, including NIH, to advise the Deputy Assistant Secretary for HR.

Accomplishments and Status
As recommended in the ARAC report, NIH was excluded from the department-level

consolidation, but it was required to have its HR organization mirror that of the other three
consolidated service centers. Therefore, NIH's OHR again was reorganized, effective October
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2003, shortly after the ARAC report was completed. And in spite of the ARAC
recommendations, staff was again reduced: FTEs were reduced by another 25 percent—bringing
the total reduction to almost 40 percent. Also, all HR staff were physically moved out of the ICs,
leaving no on-site HR support in the ICs. Once again, the reorganization was accomplished with
limited planning time, and in conjunction with the introduction of unproven new software
systems and arbitrary reductions in staff.

OHR worked throughout 2003 to reverse the decline in performance identified by the ARAC
report and to address the many problems that were exacerbated by the 2003 reorganization. By
mid-2004, OHR had developed a Strategic Business Plan (SBP) to help it make the best use of
the 2003 reorganization and, in the fall of that year, established a Strategic Advisory Committee
(SAC), which began serving as the ARAC implementation group. With support from SAC, the
Academy, and other contractors, OHR was working to implement the SBP. However, NIH
leadership may revise the SBP (or develop atotally new plan) to (1) incorporate implementation
of actionsidentified by Academy staff to help overcome the current problems (discussed in more
detail in later sections), (2) infuse new resources into the function, and (3) identify and prioritize
the root causes of major problems.

THE HR GROUP'SEXPERIENCE
What Key Challenges Did the HR Group Face?

OHR faced increasingly unhappy staff—as well as unhappy
customers—as the impact of the reorganizations, especially
the 2003 consolidation, were felt. Over time, NIH became
increasingly aware of unexpected problems and unintended
consequences.

Over time, NIH became
increasingly aware of
unexpected problems and
unintended consequences.

DHHS mandate left no flexibility: In other ARAC areas, where the teams had some flexibility in
how and what to consolidate, fewer problems arose.’® In HR, however, the lack of flexibility led
to changes that most in NIH saw as unwise. Both reorganizations were implemented with little
time for planning and change-management activities. The changes implemented in 2003 were
inconsistent with stakeholder concerns identified by the Academy in 2002 as well as with those
identified by the ARAC committee in 2003.

Confronted with mandates for organizational = Confronted with mandates for

structure, timeframes, specific software systems, = Organizational structure, timeframes,

and FTE reductions, NIH had limited opportunity = Specific software systems, and FTE

to take the planning, communication, and change- = reductions, NIH had limited opportunity to
management steps that are widely recognized as = takethe planning, communication, and
necessary to make organizationa restructuring =~ change-management stepsthat are widely
successful.  The resulting staff discontent and = recognized as necessary to make

reduced performance could have been predicted. organizational restructuring successful.

18 Of course, the extent of the ultimate consolidation was usually considerably less in other areas than in HR, which
also contributed to their greater progress.
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Need to redesign systems:. The new DHHS-specified IT systems required significant changesin
processes and staff functions that are fundamental to NIH’s culture. As staff became familiar
with the new automated systems, it became clear that many non-HR staff would have vital HR-
related responsibilities. For example, the new systems required scientific supervisors to
participate in developing position descriptions for new hires. This was a major unanticipated
cultural change for the agency. ICs also began to understand that such cultural change would
require them to hire new staff or contractors to perform those tasks that had been performed by
the HR staff that had been taken from them and placed in the downsized central OHR.

The new DHH S-specified I T Additionally, each IC had been performing the various HR
systems required significant functions according to its own procedures. Consolidating
changesin processes and staff into one central organization therefore created the need for
functionsthat are fundamental  Standard operating procedures (SOPs) for the new central
to NIH’s culture. operation. Centralization also required that steps be taken

to make sure the staff who moved into the central office
had all the skills needed to perform in a consolidated organization, since their responsibilitiesin
the |Cs may have been significantly different.

Inadequate, unworkable IT systems. DHHS anticipated
significant staff savings from implementation of the new
automated systems, such as QuickHire, and based the

Consolidating into one
central organization

mandated reduction in FTEs on that premise. But the new ?gpif?crf fﬁﬁg‘j\;&i?ﬁd for
systems did not meet all of NIH’s management needs and, in operation

fact, were far from fully functional.

The new DHHS-wide EHRP system, used to electronically submit and process personnel actions,
did not perform several necessary NIH-specific actions, causing a substantial problem for OHR
staff. Also, some of these new systems may not be capable of producing the reports necessary
for NIH-specific performance and internal management control activities.

Further, the mandated QuickHire system had difficulties from the beginning and ultimately
crashed in early 2005, leaving all of the DHHS, and many other federal agencies, to scramble
back to the manual handling of cases for new hires. There were several possible underlying
factorsin thisfailure, including questions about whether:

e The company could support such large customers as DHHS, and about 100 other federal
agencies

e DHHStook the correct approach by having one QuickHire system for all of HHS

e NIH training and policies could have been changed to better prepare the staff and
organization to make better use of this new tool

The quick downsizing did not recognize, as the ARAC report had, that it can take substantial
time to “debug” new systems and that deploying new systems can initially require an increase of
resources during the transition. The problems with these systems, both in design and
implementation, caused excessive resources to be drained from the delivery of routine servicesto
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the ICs, leading to a perception among many that the OHR managers were more concerned about
systems than about service.

Attrition and loss of institutional knowledge:
Upheaval, uncertainty, and increasing
workloads fed attrition. Not only were there
major, planned reductions in staff, but even : o
more staff—many of whom had the most that erloy!ng T2 SIS B EET |n|t|§1]|y
knowledge of NIH and were the NIH experts require an increase of resources during the
in HR—Ileft NIH, or a least NIH's HR | ransition.

function. This resulted in a need for recruitment and significant training. |Cs were faced with
loss of the knowledgeable on-site help they had been used to, and were receiving HR support
from staff who knew little about NIH, much less an individual 1C’s programs and culture.

The quick downsizing did not recognize, as
the ARAC report had, that it can take
substantial time to ‘debug’ new systems and

Increased needs for HR support: All of these challenges were compounded by the addition of
new responsibilities for HR, including the responsibilities arising

Upheaval, uncertainty, from the other ongoing changes. For example, the new Human
and increasing workloads  Capital Officer Act added significantly to the agency’'s
fed attrition. responsibilities in the area of workforce planning, including

succession planning.

The A-76 process, especialy, placed new and increased
responsibilities on OHR as it worked to support the
competitions, including the inventories of “commercia”
types of employees and the “inherently governmental”
positions required by the Federal Activities Inventory
Reform Act as well as the studies of possible functions
to compete. In addition, OHR was faced with a
significant level of personnel actions resulting from the stand-up of the Grants MEO. An HR
official suggested that the 2003 A-76 competitions may have been better handled if OHR had
been more involved from the outset.

All of these challenges were
compounded by the addition of
new responsibilitiesfor HR,
including the responsibilities
arising from the other ongoing
changes.

The other ARAC changes aso impacted HR's workload. Some HR resources were directed to
assistance for these other initiatives, working to ensure a smooth transition. Especialy where
staff had been, or would be, organizationally and/or physically moved—Acquisition and Equal
Employment Opportunity—HR representatives helped to identify potential HR concerns and
worked to ensure that transfers were, or would be, made efficiently and effectively. On the other
hand, management policies put in place to support A-76 and ARAC implementation, such as
hiring freezes and increased scrutiny for high-level promotions and hires, exacerbated the
perception of OHR’ s inability to meet the ICS' ongoing personnel needs.

Changes in leadership: Finally, the agency had to overcome
the challenge of several changes in leadership and
organizational structure. In the three years of intense HR
change, the DDM incumbent changed once, and there had
been four Directors or Acting Directors of OHR. Also, the

Finally, the agency had to
overcome the challenge of
several changesin leadership
and organizational structure.
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three-division OHR structure mandated by DHHS did not include several functions that had been
part of NIH OHR responsibilities. In part to meet the new significantly reduced staffing levels
for OHR, these activities were assigned to two other organizations within NIH. The second of
these organizations, the Office of Strategic Management Planning (OSMP), was newly created.
The third office, the Office of Research Services, took on the personnel security responsibilities.
All three offices reported to the DDM. But this change increased complexities, due to lack of
clarity about the separation of functions among the offices, especially between OHR and OSMP.
One significant cause of confusion was the clear overlap in the two offices’ responsibilities for
workforce planning.

How Did the HR Group Operate?

Recognized need for new approach: By early 2004, OHR recognized the need to improve
communication within OHR as well as with the ICs, clarify responsibilities under the new
structure, improve the skills of HR staff, develop clear outcome measures, and implement SLAS.
During the spring and summer of 2004, OHR worked to firm up the reorganization as it dealt
with day-to-day management issues. Among other things, OHR was in the process of:

e Developing NIH-wide SOPs for specific HR functions—which had been absent because
the IC HR offices had each conducted business in accordance with individual procedures
and practices

e Working to develop SLAs and clarify which HR responsibilities remained in the ICs

e Providing training to staff to make sure they all had well-rounded HR capabilities

e Soliciting input from executive officers (EOs) and other officials about their views on
improving HR support

Began implementing a strategic business plan: By July of 2004, OHR had developed its SBP to
address the major concerns raised by the EOs and other officials. The SBP sought to clarify
roles and responsibilities as well as performance expectations, and to ensure that staff are fully
prepared for their responsibilities in the consolidated organization. It called for:

e Creating a customer-collaboration environment (including developing SLAs and a
communications plan)

o Developing vaid HR performance information on which to make decisions (including
workforce and workload data and an annual stakeholder report)

e Improving the office's capacity to perform its core mission (including assessing HR data
systems and developing SOPs for various HR functions)

e Formulating a professional development program for HR staff

NIH began to dedicate more resources to the HR area and to develop a plan to ensure those
resources are used in the best way to overcome existing problems and improve the servicesto the
ICs. In fact, with strong support from the DDM, OHR had begun to correct its internal staffing
problems: the DDM and NIH Director authorized OHR to hire 17 additional staff. As of June
2005, OHR had 270 on-board staff.

C-91



APPENDIX C

Created a stakeholder advisory committee: In September of 2004, OHR convened SAC to help it
implement the SBP. Soon thereafter, the NIH Steering Committee approved the SBP as the
ARAC implementation plan and SAC began functioning as OHR's ARAC HR implementation
group. SAC is abroadly representative group and, though its membership was still evolving, it
included the Directors of OHR and OSMP, two IC EOs, two IC Science Directors, and a
representative from both the Intramural and Extramural Programs. Originally it was co-chaired
by the Director, OHR, and an |C Deputy Director. More recently the DDM began co-chairing it
with an IC Director.

It took some time for SAC to become active, in part
because of a change of director in OHR late in 2004.
However, the DDM’s active involvement in SAC
critical function, aswell asthe clgarly 'c_ommunica'ted management’s commitment to
importance management places on this critical function, as well as the_ importance
NIH stakeholders’ input. management places on NIH §takeho|ders’ input. Most
recently, SAC provided input on proposed HR
organizational changes—Ieading to some adjustments in the proposals—and el ectronic personnel
files (which had to be in place by August 15, 2005, according to DHHS mandate). SAC’s future
success may also depend on how successful it is in consulting key stakeholder groups, such as
EOs, on key tasks. One important example is the involvement of EOs in development of SLAS
and performance metrics for HR functions. Agreement was reached within a working group that
included six EOs on such diverse topics as the roles of
ICs and OHR and relevant performance metrics. The =~ Management hasindicated that
draft SLAs (including metrics) will be taken to SAC for =~ SAC will be a strong avenue for
consideration. Management has indicated that SAC will = two-way communication between
be a strong avenue for two-way communication between = NIH and OHR leadership and the
NIH and OHR leadership and the agency’s HR = agency's HR customers.
customers.

...the DDM'’ s active involvement in
SAC clearly communicates
management’s commitment to this

Assessed the impact of change: Management saw a critical
need to formally identify the impacts the many changes were
having. Late in 2004, the DDM tasked the Academy staff with
determining how the multiple administrative restructuring
changes at NIH had impacted the roles and responsibilities of
administrative officers (AOs) and other key IC staffers. That study confirmed the anecdotal
evidence that initially sparked management’s interest and concerns. there were significant
unintended consequences on workloads and staff responsibilities in the ICs. It also showed that
the HR changes were the primary source of those consequences. Among the key findings were:

Management saw a critical
need to formally identify the
impacts the many changes
were having.

e The new software systems'™ altered not only the way the processes were carried out, but
the processes themselves, resulting in new roles for some staff.

e Because “functiona” staff in ICs did many things that were not technically HR functions,
significant levels of work stayed behind when those staff moved out of the IC to a central
organization.

¥ ncluding the NBS as well asthe HR systems
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e Some HR responsibilities initialy assigned to the newly centralized OHR staff ultimately
were transferred back to the I Cs.

e Learning new systems and responding to many questions of other staff, who were also
learning new systems, took a considerable toll on the resident I1C staff, especially on the
AOs.

Worked to improve communication: NIH officials recognized that inadequate communication
played a role in the high level of staff and customer dissatisfaction that accompanied HR
restructuring.  Although OHR used a variety of

Requests for input could have communication methods throughout the change
seemed disingenuous or, at a process—such as an interactive web site, briefings, and
minimum, not worth creation of an advisory committee—staff still did not feel
stakeholders' continued effortt0  angaged. In part this could have been because, at least in
participate. the early stages, staff werein “denial” and did not believe

the change would really happen. However, this lack of
engagement also could have resulted from the fact that, in spite of near unanimous sentiment
against consolidation, consolidation was a “given.” Requests for input could have seemed
disingenuous or, at a minimum, not worth stakeholders continued effort to participate.

OHR took a number of steps to improve communication within the HR community and with its
customers. For example, it established workgroups composed of EOs and other IC
representatives to work on specific tasks—such as developing SLAs and performance metrics—
providing an effective means to obtain customer input for changes. Additionally, the surveys
and interviews the Academy conducted as part of its analysis of the impact of changes provided
many IC staff an important avenue to “speak” to management. The SBP that was being
implemented seeks to ensure clear communicationsto all staff. NIH contracted with EnCompass
LLC to conduct focus groups with customers and draft a preliminary communication plan.

How Did the Academy Participate?

Academy staff became an active partner in the OHR’s effort in the fall of 2004. In December
2004, the DDM tasked the Academy with conducting a study to: (1) review the structure of the
three organizations in NIH having HR responsibilities, (2) determine the extent to which
provision of HR services is enhanced or inhibited by this structure, and (3) benchmark the
organization of similar agencies HR operations as a foundation for developing organizational
options for NIH to consider. The Academy’s study of the workload impact of the many
restructuring efforts on key 1C staff also related closely to OHR'’ s efforts.

The Academy staff studies identified nine major areas of concern related to the adequacy of HR
services—including lack of role clarity, loss of on-site support, and problems with new
automated systems—plus 18 tactical actions that could immediately help overcome these
concerns. These actions include, for example, publishing the major responsibilities of the three
HR organizations, clarifying IC responsibilities for recruitment and other functions, routinely
identifying problems with the automated systems, and meeting with DHHS staff to address these
systems problems.
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In most cases, few additional resources would be needed to implement these actions, although
any resource demands added to the OHR at this point are likely to decrease efforts in another
area. In some cases, joint efforts between the centralized HR and decentralized | C staff would be
needed. Those actions, while addressing many of the concerns raised about HR services, would
not address the cultural and organizational concerns identified by many of those whom the
Academy interviewed. Therefore, the Academy also encouraged NIH to clearly define its
expectations with regard to the extent of scientific staff responsibilities for HR activities, and
then consider what process changes and/or change-management activities are needed to achieve
expected outcomes. Having completed its work to benchmark the HR organizations of other
federal agencies, both within and outside of DHHS, the Academy also presented five options for
restructuring HR operations under the DDM.

NIH had the studies by the Academy and other consultant organizations under active reviews (as
of July 2005) to help it develop the communication and other change-management approaches
necessary to achieve the full potential of the HR consolidation.

How Will the Impact of Change Be Assessed?

The Academy’s study of workload shifts and other impacts the many changes have had on NIH,
discussed above, identified the kinds of impacts related specifically to the HR consolidations and
new HR IT systems. But there are no consistent baseline data, making quantitative assessments
of the impact of the recent changes impractical. An initial assessment of service prepared in
2004 by OHR, and not vetted with customers, was found inadequate by the NIH Steering
Committee, and was not rel eased.

Nevertheless, over two years after the initial reorganization, OHR believed it had made
significant progress toward developing a solid performance assessment program for HR. OHR
planned to continue working with SAC and other stakeholders to obtain agreement on a draft
SLA and performance metrics related to key HR functions. Developing the SLASs first requires
obtaining agreement on the relative roles of OHR and the ICs in HR matters—not an easy task,
given the IC concerns about unexpected HR tasks returning to the |Cs and general dissatisfaction
with HR services. These agreed upon metrics, when formally adopted by OHR and NIH
management, will allow service levels to be tracked over time. There are questions, however,
about whether or when the DHHS-wide data systems will be capable of providing the data
necessary to support sound management decision-making, valid performance assessments, and
adequate internal management controls.

CONCLUSION

The impact of the HR reorganizations on NIH was profound. Not only did HR services underlie
all other operations, but the negative experiences related to the HR consolidation fueled already
strong resistance to consolidation from the highly independent ICs. The HR experience
dramatically demonstrated the importance of flexibility in organizational change as well as the
importance of having the time to make adequate preparations.
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Though disagreeing with the extent of consolidation mandated, NIH officials recognized the
legitimate goals of the PMA and the Secretary’s “One HHS’ initiative. Had NIH been alowed
more flexibility and time, the mandated changes may ultimately have been made with much less
trauma. But as it was, implementation of the “one-size-fits-all” organizationa structure and
staffing reductions, coupled with the introduction of new, unproven, IT systems and added
responsibilities, led to significant, unintended consequences. Confronted with these mandates
for organizational structure, timeframes, specific software systems, and staff reductions, NIH had
limited opportunity to take the planning, communication, and change-management steps that are
widely recognized as necessary to make organizational restructuring successful. Under these
circumstances, the decreases in staff morale, customer satisfaction, and service could have been
predicted.

Overcoming the negative impacts of earlier HR changes will take time and a significant level of
resources. But NIH worked hard to do just that. The DDM’s direct involvement in HR issues
beginning in 2005 helped OHR begin to overcome staffing shortages, and gave credibility to
efforts to use stakeholder input in developing changes to overcome HR service problems. By
authorizing additional positions, co-chairing SAC, and openly considering some key
organizational realignments, she signaled the importance of improving this vital function.

The early HR experience also informed the broader ARAC effort, providing the following
lessons:

e Flexibility is necessary in making changes to avoid harming an agency’s mission.

e Management attention to change efforts is vital to ensuring that harmful impacts and
unintended consequences are identified and dealt with.

¢ Involving stakeholdersin ameaningful way in decisions about change is essential.
Carefully timing restructuring initiatives in relation to deployment of new IT systems—
and ensuring the systems have been carefully tested and accepted— is very important.

e Developing appropriate performance assessment programs is a difficult but rewarding
task.
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Case8: INFORMATION TECHNOLOGY
EXECUTIVE SUMMARY

Information technology (1T) is increasingly becoming a cornerstone of biomedical research, and
NIH’s ICs have long used and maintained many independent IT systems. However, even prior
to ARAC, IT consolidation was under consideration as part of the “One HHS’ initiative to
increase efficiency. The NIH Chief Information Officer (ClO) and DHHS officias already had
agreed that NIH would consolidate several functions, including the help desk, security, wireless
networking, and e-mail. Work was well underway on those efforts as the ARAC report was
being prepared.

ARAC Goalsand Accomplishments

The ARAC report recommended that NIH continue the ongoing consolidation efforts and expand
them by centralizing additional 1T infrastructure services in a Phase Il effort. Key activities
necessary to fully accomplish the recommendations included developing a central, NIH-wide
Active Directory (which recognizes legitimate users of the network and controls access to
systems) and consolidating NIH network systems. The report targeted October 2004 for
completion. However, because of IC concerns and anticipated high costs, NIH decided to
proceed with consolidation of network monitoring, but to phase in centralized management and
operations of IC local area networks as new or renovated facilities come on line. Several other
recommendations were made, including consolidation of IT support for conference rooms and
restructuring lines of authority between the NIH Center for Information Technology (CIT) and
IC CIOs (who report to the IC Directors). The NIH CIO meets monthly with the IC CIOs, but
has no direct authority over them.

The key consolidations of both phases were accomplished and, with the exception of afew ICs,
they were accomplished within the timeframes set. Efforts to develop measures to track
performance and assess the impact of changes were underway. Since the “lines of authority”
issue existed for a number of the ARAC activities, NIH leadership felt that it should be
subsumed by a consistent, NIH-wide approach, which was pending.

L essons Demonstrated by the I T Group’s Experience

Significant progress was achieved with no apparent decline in service. One significant factor
contributing to this progress was the credibility the effort received from NIH leadership’s
demonstrated priority and by the consistent participation of IT leaders from CIT and the ICs.
Other factors included the implementation group’s:

Reliance on empirical and expert information

Willingness and ability to change goal s as circumstances and new information demanded
NIH leadership’s demonstrated support for change and participation by IT leaders
Careful monitoring of progress

Efforts to involve stakeholders meaningfully in decisions

Willingness to learn from experience and modify its restructuring process
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BACKGROUND

IT isincreasingly becoming a cornerstone of biomedical research, and NIH’s ICs have long used
and maintained many independent IT systems. However, even prior to the ARAC effort, IT
consolidation was under consideration as part of the “One HHS’ initiative to increase efficiency.
The NIH CIO and DHHS officials already had agreed that NIH would consolidate several
functions, including the help desk, security, wireless networking, and e-mail. Work was well
underway on those efforts as the ARAC report was being prepared.

ARAC GOALSAND ACCOMPLISHMENTS
Goals

The ARAC report noted that, while the restructuring of IT at NIH was intended to meet the
Secretary’s goals of efficiency, “all efforts must preserve and protect the robust programmatic
aspects of IT related to scientific research.” The report recommended that NIH continue the
ongoing consolidation efforts and expand them by centralizing additional IT infrastructure
services in a Phase Il effort. Specifically the report recommended that NIH centralize services
such as bandwidth to the wall plate, remote access, and videoconferencing. The report also
recommended that the lines of authority between IC ClOs—who report to the IC Directors—and
the NIH CIO be restructured. The ARAC report set October 2003 as the target completion date
for Phase | efforts and October 2004 for Phase Il completion. No staffing reductions were
established, though the report noted that, based on others experience, a reduction of about 10
percent could be expected.

In order to fully accomplish these recommendations, the NIH CIT needed to develop a central
Active Directory® for al of NIH and consolidate NIH local area network systems, whether
operated by CIT or an IC. During 2004, two significant decisions were made in relation to the
scope of the goals. First, because of concerns of ICs and because of the cost of the change, NIH
decided to proceed with consolidation of network monitoring, but to phase in central CIT
management and operation of local area networks as new facilities and major renovations come
online. Also, efforts to consolidate video conferencing were postponed to allow coordination
with an ongoing competitive sourcing activity under OMB Circular A-76, which included IT
support for conference rooms.

Accomplishments and Status

The key consolidations of both phases were accomplished and, with the exception of afew ICs,
they were accomplished within the timeframes set. As mentioned above, CIT had already been
working on consolidation of severa IT activities before the ARAC report was issued. Among
other things, by September of 2003, NIH had substantially completed consolidation of 25 IC help
desks into one, implementation of an NIH-wide wireless networking system, consolidation of 18

% The Active Directory (Microsoft software) is a consolidated directory of NIH employees, contractors, and others.
It recognizes legitimate users of the network and controls access for such systems as shared printers, e-mail, and
shared servers. Before consolidation, 18 independently operated “child” domains operated across NIH.
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IC e-mail systems into the NIH Central Email System, and implementation of NIH-wide
perimeter security policies and practices. A key goal of this initial effort, establishment of a
single Active Directory, was postponed because of concerns related to implementing the new
Active Directory at the same time as consolidating the existing e-mail systems. The Active
Directory consolidation was included in Phase I1. By October 2004, a single Active Directory for
all NIH was developed and installed. In addition, monitoring for 26 individual |C networks was
consolidated into the Central Network Monitoring System (CNMYS).

CIT and the Office of Research Services reached agreement on the division of responsibilitiesin
video conferencing—which includes IT support for conference rooms. The agreement was
incorporated into the A-76 performance work statement for the visual and medical arts
competition and the related most efficient organization (MEO). NIH won that bid in January
2005, and work was underway to stand up the MEO.

Work continued on developing a performance monitoring plan. Preliminary agreement was
reached on outcome metrics for the consolidations. These metrics were being incorporated into
service level agreements (SLAS) for the consolidated systems. The issue of restructuring the
lines of authority among the NIH CIO, the IC CIOs, and other offices of NIH was presented to
other management groups in NIH, including the NIH Steering Committee’s IT Working Group.
Since the “lines of authority” issue exists for a number of the ARAC activities, NIH leadership
felt that it should be subsumed into a consistent NIH-wide approach, which was still under
leadership consideration as of summer 2005.

THE IT GROUP'SEXPERIENCE
What Key Challenges Did theIT Group Face?

The IT ARAC Implementation Group (IG) benefited from the existence of good working
relationships among IC CIOs and the fact that the IT community already had some experience
with consolidation. Additionally, most of the consolidated services could be seen as “upgrades”
to service and did not significantly impact |C operations.

Resistance from ICs: Nevertheless, network consolidation was a complicated issue. As
originally conceived, the network consolidation was to organizationally consolidate all
management and operation of network systems centrally. However, network services in NIH
were generally seen as sound, and not in need of change, and the ICs were reluctant to have their
staffs and resources moved out of their control without achieving a clear advantage.

Reliance on IC data: To effectively consolidate many of the functions, CIT needed to have data
provided by the ICs. Because the IC ClOs all had other priorities, it was sometimes difficult for
them to provide the needed data on time.

Lack of sufficient dataz Absence of solid cost estimates before making recommendations
subsequently resulted in significant changes to the goals. After the IG began working on the
ARAC recommendations, estimates—which were not available when the ARAC report was
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issued—put the cost of consolidating network operations
at $20 million. Given the lack of clearly identifiable
advantages, the NIH Steering Committee found this price
tag unacceptably high. Consequently, the NIH CIO,
working with a subcommittee of the Steering
Committee’ s IT Working Group, developed the alternative: to centralize the network monitoring
function as recommended, but move toward centralized management and operation of 1C local
area networks gradually, as new buildings were built and major renovations were compl eted.

Absence of solid cost estimates
before making recommendations
resulted in significant changesto
the goals.

Late decisions. This decision was not reached, however,
until April 2004, only six months before the target
completion. This late decision put great pressure on the IG
to achieve the expected October 2004 completion date.
During the summer of 2004, the implementation group
network subcommittee focused on developing a central monitoring system for all of NIH's
networks. However, waiting until late in the process to come to agreement with ICs about what
they needed to do, and when, resulted in limited time for design and deployment. In the end,
although the target implementation date was achieved, the initial functionality of the systems was
limited (but has since been expanded).*

Thislate decision put great
pressure on the implementation
group to achieve the expected
October 2004 completion date.

The contractor who supported Phase | efforts concluded that initial concerns about the impact of
the expected A-76 visual and medical arts competition caused “undue stress and distraction for

staff.” However, because the decision to postpone ARAC efforts until after the A-76
competition was made early in the Phase Il process, this
The group had broad impact was avoided for Phase II. Consideration of an MEO

representation fromthelCs.  for network management was also postponed when that goal

was changed.
How Did the I T Group Operate?

Broad representation: The ARAC IT implementation group was formed early in the process
(January 2004) and it met regularly from that point, with participation by the Academy and the
Office of Management Assessment (OMA). The group also had broad representation from the
ICs. It included representatives of CIT, which had the primary responsibility for coordinating
the consolidation, as well as IC representatives knowledgeable about IC Active Directory,
network, and video conferencing activities. Three subcommittees were established for these
main efforts, and each had additional representatives from the ICs.

Use of existing networks: The IT
Management Committee (ITMC), composed
of the IC ClOs—key stakeholders in any IT
consolidation—predated ARAC and had been
an active participant in the Phase |
consolidations. The ITMC had established

The[IT Management Committee] had
established working relationships and
credibility, and continued to be actively
involved in the ARAC process, thus bringing
expertise and credibility to the table.

2L 1t should further be noted that, although it occurred late in the process, the final decision to phase in centralized
network management was subsequently confirmed as a best practice by the Academy’s benchmark study.
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working relationships and credibility, and continued to be actively involved in the ARAC
process, thus bringing expertise and credibility to the table. Monthly meetings of the ITMC
provided valuable give-and-take, and helped ensure direct feedback.

One-on-one communication with ICs. Implementing the changes required each I1C to develop
and provide datato CIT. Members of the implementation group met with representatives of each
IC to clarify what was needed and negotiate an agreement with
each IC as to the timeframes by which the ICs could provide
the needed data. Inclusion of each IC into the consolidated
function was scheduled in accordance with the timeframes
negotiated and most 1Cs met their commitments.

Inclusion of each IC into
the consolidated function
was scheduled in
accordance with the

Flexible approach: The group looked for sound information, including empirical data and expert
opinion, when defining goals and—supported by NIH management—showed a willingness to
reconsider goals based on new information. Having the
flexibility to change goals and target dates clearly contributed
to the group’s accomplishments. As the work progressed and
information became available, goals were allowed to change—
with management’s approval. Key examples of this important
flexibility are:

Having the flexibility to
change goals and target dates
clearly contributed to the
group’s accomplishments.

e Thedecision to delay implementation of the Active Directory until after consolidation of
e-mail in Phase | in response to concerns about the possible impact of simultaneously
consolidating these two functions

e The decision to revise the network consolidation goal to make it more readily achievable
and financially acceptable to the oversight groups by consolidating network monitoring,
but phasing in centralized management and operations of networks as new construction
and major renovations occur

One note of caution: flexibility needs to be approached carefully. 1G leaders felt that, in some
cases, they should have worked harder to have all 1Cs stick to the negotiated agreements on
timeframes. They said that making date changes to accommodate some I Cs led other 1Cs to seek
delays, putting undue pressure on the group near the end of the process.

The group actively Milestones were monitored: Because the IT staffs in the ICs
monitored progresstoward = were very busy, a concerted effort was needed by both the
key milestones. implementation group and the 1Cs to ensure that the ICs did

provide the needed data on time. The group actively monitored
progress toward key milestones. It met weekly to review progress and to resolve technical
issues. It also used dashboards which defined the end objective and established clear
intermediate milestones to be accomplished along the way by each IC. The system of
dashboards had been used by CIT in Phasell.

The dashboards were effective in keeping the ARAC process on schedule by helping to focus

management attention at several levels on the need to move ahead. Not only were they used by
CIT and the implementation group, but they were also shared with the IC ClOs and executive
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...NIH management’ s systematic officers. This helped individual 1C leadership work to
use, review—and follow-up—of the prevent their ICs from “turning red” or to return them
I T dashboards during Phase | quickly .to “ green."’ Also, NIH management’'s
madeit clear that the | T efforts systematic use, review, and follow-up of the IT
were a management priority. dashboards during Phase Il made it clear that the IT
efforts were a management priority. The IT community
understood that management expected progress, and the dashboards clearly identified progress
(or lack of progress) by individual I1Cs.

The implementation group, Benchmark information: The implementation group, with
with Academy assistance, Academy assistance, identified best practices for developing
identified best practices... and instaling a centralized directory system (which

identifies users in a complex, distributed computer
information system) and for central monitoring of the network system. The report on that work
was completed in April 2005, and confirmed that NIH's approach was consistent with that of
other similar organizations.

Learning from experience: The implementation group
worked to improve its approach to consolidation by
learning from its own experience in addition to
conducting external benchmarking. The consulting firm
that had supported CIT in Phase | prepared a final report
on those efforts, including lessons learned. Those lessons were considered in the subsequent
ARAC consolidation actions. Severa lessons focused on having management support for the
program, well-defined goals for the objective, clear communications, and adequate funding.

The implementation group
worked to improve its approach
to consolidation by learning
from its own experience...

: Communicating with stakeholders. Efforts to involve
Effortsto involve stakenolders, g eholders, including customers, helped ensure buy-in
including customers, helped for the change and a smooth transition. The lessons

ensure buy-in for the change identified from Phase | focused heavily on communication.
and a smooth transition. One of the lessons was that there cannot be too much

communication. Among other things, the contractor concluded that providing information on a
well-designed web site before users are affected can facilitate effective change, but the web site
must also be well-advertised. The CIT developed its own web site as part of Phase |, and widely
advertised its existence during Phase |II. The
implementation group found it an effective tool for
communication throughout CIT, OMA, and with end
usersin theICs. The CIT staff also worked closely with
OMA to provide technical support for the ARAC web
site.

...providing information on a
well-designed web site before
users are affected can facilitate
effective change, but the website
must also be well advertised.

The contractor also concluded that project teams cannot assume that information will flow
through intermediaries to all who require it in the ICs. During Phase |1, the implementation
group used more direct efforts to ensure that information was communicated clearly, including
charging IC representatives in the group with being “1C advocates’ responsible for representing
the other ICs and seeking input from them during the process.
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The implementation group also found that open and
regular communication is helpful. Having a set structure
helps clarify responsibilities for communication and
make sure they are carried out. Management can aso
help overcome skepticism if it is open to discussing
problems as well as accomplishments. Even if there have been no recent developments,
regularity of communication will help maintain awareness and engagement.

...project teams cannot assume
that information will flow
through intermediariesto all who
requireitin thelCs.

Monitored impact: As discussed below, coming to a
decision about how to monitor performance was difficult
and time consuming. However, the implementation
group was able to monitor help desk contacts as the ICs
were moved to the consolidated systems. Although this
identified an upsurge of problems associated with specific transition events, the problems were
generaly of a simple, easily resolved nature. Help desk tracking indicated that post-transition
operation was smooth.

Even if there have been no recent
developments, regularity of
communication will help maintain
awareness and engagement.

How Did the Academy Participate?

From the very beginning, an Academy representative attended all the implementation group
meetings and was considered a full partner in the consolidation efforts. Academy staff:

e Conducted a study of the organizational structure of the network division that would have
been required if full network consolidation of management and operations had been
pursued (the study was completed before the decision to limit network consolidation)

e Conducted a benchmark study of university performance measures and organizational
structures for administering active directories and network monitoring systems

As discussed below, Academy staff also facilitated a number of meetings between the CIT staff
and IC representatives to move toward agreement on suitable metrics for monitoring the
performance of the central functions provided by CIT.

How Will the Impact of Change Be Assessed?

The implementation group dedicated significant effort to developing performance metrics for the
consolidated operations. As noted above, the Academy staff conducted a benchmark study of
university performance measures for administering active directories and network monitoring
systems and, at the implementation group’s request, helped define a set of performance measures
and develop SLAs for these functions based on its study.

The group was able to overcome concerns that are frequently voiced in NIH—how to measure
performance and who should be held accountable for what—to obtain preliminary agreement on
a set of performance measures. Officials saw this as a significant accomplishment. But
obtaining agreement on performance measures proved difficult. The benchmark study provided
asound starting point for the discussions. Representatives of CIT, the Academy, and the ICs met
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in March and April 2005 to develop agreement on the measures that would be most meaningful
to both central management and the ICs, and to agree on an outline for the SLAs. SLAS related
to functions consolidated in Phase |—e-mail and help desk services—were used to guide the
development of SLASs for both the Active Directory and the network monitoring system. The

Academy submitted draft SLAs in May and June,

...obtaining agreement on respectively, for Active Directory and the CNMS. These

performance measures proved drafts were vetted among the ICs during the summer.

difficult...the benchmark study Because there were no baseline data, it was agreed that

provided a sound starting point standards will not be set for performance measures that

for the discussion. are adopted until after data has been collected for at |east
six months.

In addition to the Academy’s assistance, CIT used the services of an outside consultant to
support the Phase | consolidations. Among other things, the consultant provided estimates of
cost savings, helped set the rate CIT will charge the ICs for services, and prepared the fina
report on accomplishments, including the lessons learned. The consultant used financial models
to predict cost savings for the consolidated e-mail and help desks, but models were not available
for the Active Directory and CNMS. Absent recognized

methods to develop cost data in these areas, NIH asked = Having the benchmark data

the Academy to conduct the benchmark study of = allowed the group to move ahead
organizational structures in these areas. Having the = confidently to establish good
benchmark data allowed the group to move ahead —practices, without having specific
confidently to establish good practices, without having = Cost estimates.

specific cost estimates.

CONCLUSION

The IT function succeeded in consolidating specific functions with no obvious deterioration in
service levels. In fact, many of the consolidations represented upgrades in service. But the most
extensive change (and the one most resisted by the ICs) consolidation of network management
and operation, was significantly limited. If the costs had not proven unacceptably high to
management, it is not clear how easily this recommendation could have been implemented. The
group’s significant progress in other areas can be attributed to several aspects of its approach,
including:

e Reliance on empirical and expert information

e Willingness and ability to change goals as circumstances and new information demanded

e The credibility of the effort, provided by NIH leadership’s demonstrated support for
change and the consistent participation of IT leadersfrom CIT and the ICs

e Careful monitoring of progress

o Effortstoinvolve stakeholders meaningfully in decisions

e Willingness to learn from experience and modify its restructuring process
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ACRONYMS

Government-wide competitive sourcing program administered under OMB
Circular A-76

Administrative Data Base

(NIH) Administrative Restructuring Advisory Committee
Customer Advisory Board

Customer Service Board

Deputy Director for Management

Department of Health and Human Services

Equal Employment Opportunity

Executive Officer

Federal Activities Inventory Reform Act

Full-time equivalent

Government Performance and Results Act

Human Resources

Institute or Center

(ARAC) Implementation Group

Information Technology

Individual Transition Plan

Knowledge, Skills, and Abilities

Most Efficient Organization (established under the A-76 process)
Memorandum of Understanding

National Academy of Public Administration

NIH Business Research and Support System

NIH Business System (original name of NBRSS; now coming back into general
use)

National Institutes of Health

(NIH) Office of Evaluation

(NIH) Office of Management A ssessment

(U.S.) Office of Management and Budget

(OMB) Program Assessment Rating Tool

Program Evaluation and Review Technique

Research and Development

(NIH) Steering Committee (pinnacle of the NIH governance structure)
Work Breakdown Structure

(NIH) Working Group (part of the NIH governance structure)
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DATE: August 2004 Pageiii
TO: Chairs, ARAC Implementation Groups
FROM: Colleen Barros, DDM

SUBJECT:  Guideto Administrative Restructuring at NIH

Thisfinal version of the two-part Guide to Administrative Restructuring at NIH provides a
framework for the Implementation Groups working to implement the Administrative Restructuring
Advisory Committee (ARAC) recommendations made last year. Part | is”The Basic Guide,” and
includes an abridged version of Chapter 3, “ Applying Supportive Techniques.” Part Il provides
additional information on “ Applying Supportive Techniques’ in an expanded version of Chapter 3.
Both parts of the Guide are available on-line at: http://ARAC.nih.gov.

To ensure the success of thisimportant effort, Dr. Zerhouni has established the following ten
governing principles:

Undertake administrative change that enhances the NIH research mission.
e Assume the ARAC report represents policy direction; implementation groups will have
flexibility in defining an optimal approach.
Achieve efficient use of FTEs without diminishing services.
Actively involve the NIH community, including customers, in planning and implementation.
Create customer service advisory boards for services being centralized.
Undertake comprehensive change management, including ongoing two-way communication and
training.
Promote “ best practices’ through benchmarking and integrating efforts with I T initiatives.
Utilize standard business processes.
Ensure integrated governance through the NIH Working Groups and Seering Committee.
Coordinate, as appropriate, with HHSto maximize efficiencies.

The Guide was developed by NIH’ s Office of Management Assessment (OMA) and the National
Academy of Public Administration (NAPA), in consulation with the ARAC Implementation
Groups, to provide methodologies for applying Dr. Zerhouni’s ARAC implementation principles.

In preparing the Guide, we took into account that no two groups are dealing with identical
recommendations, and that each Group is at a different stage in implementing ARAC
recommendations. Therefore, we do not view the Guide asa“one sizefitsall” requirement.
Instead, we tried to provide information that will help each group to take a consistent, thorough, and
well-reasoned approach, while still allowing substantial flexibility to move forward most
appropriately in addressing the Group’sindividual circumstances. We hope you will find the
material provided helpful now, as you work to develop your ARAC Implementation Plans, and, in
the future, as you work to implement your plans.

Dr. Zerhouni has committed NIH to successfully restructuring its administrative functions —
increasing both service and efficiency to advance NIH’ s critical scientific mission —and he has
directed each of usto help ensure the success of this endeavor. Thank you for helping us meet this
important challenge.

ccC: Dr. Elias Zerhouni, | C Directors, Executive Officers, OD Senior Staff
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OVERVIEW

This guide provides information to assist the eight Implementation Groups (1Gs) charged with
implementing the recommendations in the report prepared in the summer and fall of 2003 by the
NIH Administrative Restructuring Advisory Committee (ARAC). Dr. Zerhouni initiated, and
DHHS leadership has accepted the ARAC report as the framework through which NIH will
demonstrate its ability to achieve administrative efficiencies consistent with and in fulfillment of
the President’ s Management Agenda, the Department’ s administrative services consolidation
initiatives, and other administrative reform initiatives at NIH.

At aminimum, the designated |eaders responsible for implementing recommendations in each of
the eight functions identified by the ARAC Report must have an approved Implementation Plan
by September 30, 2004. To help develop this plan and implement it, each of the eight functional
arealeaders has established or will establish arepresentative Implementation Group. The group
will identify and address risks and gaps associated with implementing the recommendations,
develop the Implementation Plan, and achieve the plan’s goals. Groups are needed because
implementation success will require ateam effort. This guide includes a section that describes
how to establish and get best efforts from the Implementation Groups.

Some of the Implementation Groups will face particularly challenging assignments because of
(1) the large amount of change called for by the ARAC recommendations, (2) the widespread
impact of the proposed change, and (3) the simultaneous applicability of related reform
initiatives—including Departmental restructuring initiatives, the A-76 competitive sourcing
agenda, and long-term NBS reforms. Risk assessment and gap analysis studies may be needed to
ensure the plans for implementing ARAC recommendations are compl ete and fully workable.
This guide provides information about how to perform such analyses, when needed.

The Guide also provides atemplate for preparing the Group’s Implementation Plan. The steps
outlined include:

e Establishing firm goals that are compatible with those of other related reform initiatives

e Establishing functional statements and administrative service levels to be provided by
the consolidated service unit, and a process for ensuring accountability to clients

e ldentifying the activities, resources, authorities, and other tools needed to achieve
successful outcomes and outputs, and determining how needed resources will be
provided

e Providing a project management and tracking process that schedul es the needed
activities in the sequence necessary to achieve project success

Related to the planning process are guidelines on severa specialized elements that may be

needed in developing and implementing the plan. These topics include: project management
practices and software, change-management processes that address potential transition needs
associated with new processes, communications strategies to provide information to affected
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parties and gather vital feedback, consultation and decision processes to involve affected parties
and resolve issues, systems to provide metrics related to appropriate staffing and performance
levels, and benchmarking against best practices. These guidelines are presented in three main
sections:

4.0 Getting the substance right (“Implementing the right thing”)
5.0 Mastering the planning and implementation processes
6.0 Performing specialized studies

The Guide concludes with a description of the types of help that NIH’ s Office of Management
Assessment (OMA) and the National Academy of Public Administration (NAPA) can provide,
and contact information for the members of both groups (see Section 4.0). NAPA isthe
Congressionally chartered source of advice and assistance to governments, agencies, and others
who are grappling with issues of public policy, management, and administration. The Academy
has assisted NIH several timesin prior years and is well equipped to work with NIH on the
matters addressed in this guide.

Additional information about using supportive techniquesis provided in Part |1 of the Guide.

The following checklist summarizes all the requirements that ARAC Implementation Groups
must meet, to the extent that they are applicable to each group’ s situation.
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Checklist: Primary Responsibilities of ARAC Implementation Groups
(Activities that each group must perform, to the extent applicable, in developing and
implementing its Implementation Plan)
Date
Completed

Develop an Implementation Plan that includes the following steps: (See Plan Template—

Box 1)

e Establish clear goals (based on ARAC recommendations) (see Section 3.1),
including agreed upon service levels, functional statements, and performance
measures.

o Clearly specify any organizational structures to be altered, or processes
reengineered, including any transfers of employee positions and reporting
relationships. (See Section 3.6.)

e |dentify supporting information/activities needed, including current baseline
data/metrics and benchmarking of best practices. (Teams may want to benchmark
best practices against similar organizations, including individua 1Cs.) (See Section
34)

e Undertake risk assessment or gap analysis to formulate the best implementation
approach. (See Section 3.2.)

e |dentify the number of FTEs within scope of the restructuring based on functional
statements. (See Section 3.6.)

o Design a change-management strategy to ensure successful implementation,
including customer help/management systems. (See Section 3.6.)

e Design acommunication strategy to fully inform affected staff and other interested
parties about the restructuring. (See Section 3.7.)

o Establish target completion dates for tasks, including identification of significant
milestones. (See Section 2.2.)

o |dentify resources required to achieve successful implementation including
electronic systems development. (Sec Section 3.2.)

Obtain WG approval of the Implementation Plan as well as any significant changes to

the Implementation Plan as implementation proceeds. (See Section 2.3.)

Implement Plan.

Implement project management and tracking process for reporting project status. (See

Section 3.5)

Participate in periodic status meetings with the DDM. (See Sections 2.2, 2.3.)

Establish strong rel ationships and coordination with other related ARAC

implementation groups and other on-going initiatives as needed—especially Human

Resources, Information Technology, Budget, A-76 MEQOs, and NBS. (See Section 1.0.)

Develop and implement quality assurance mechanisms to track performance levels and

to ensure customer satisfaction, including appropriate customer service review boards

and surveys. (See Sections 3.2 and 3.3.)

Evaluate the impact of changes over time and capture the “lessons learned” during the

implementation process. (See Sections 2.4 and 3.9.)

The Guide to Administrative Restructuring at NIH offers information designed to assist ARAC
Implementation Groups to meet these requirements. Part | of the Guide contains the basic
information; Part |1 provides additional detail for applying supportive techniques. Flexibility is
provided in the means used to satisfy requirements.
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1.0 GETTING ADMINISTRATIVE RESTRUCTURING RIGHT

This chapter of the Guide provides a context for moving toward integrated implementation of
various management initiatives at NIH, including those in the ARAC Report. NIH istaking a
collaborative approach to the vital task of integrating these initiatives and recognizes the
imperative to align administrative restructuring goals and services with program visions and
missions for enhancing the nation’s medical science. The medical axiom to “do no harm” should
guide those who implement administrative reforms.

In the fall of 2003, when the ARA C Report was completed and accepted by the Department as
the basis upon which NIH could move forward with its administrative restructuring activities,
NIH had three other initiatives underway that had lives of their own. Of longest standing was the
multi-year electronic business systems modernization program known as the NIH Business
System (NBS). Second was the government-wide competitive sourcing program administered
under OMB Circular A-76, under which NIH will compete additional activities in each of the
next several years. Third wasthe NIH Director’s “Roadmap” for accelerating medical discovery
and converting these discoveries into medical practice more quickly. In addition to these three
internal NIH reform efforts, NIH is working with the Department to restructure administrative
functions under Secretary Thompson's “One HHS’ initiative. Each of these efforts is intended
to achieve the five goals of the President’ s Management Agenda: strategic management of
human capital, competitive sourcing, improved financial performance, expanded electronic
government and budget and performance integration.

The ARAC Report demonstrates that NIH can achieve the President’ s goal s through internal
administrative restructuring. Although the report was written with knowledge of the other
initiatives, it was a snapshot in time, and must continue to evolve and be continuously integrated
with other initiatives as they, too, evolve. For example, the far-reaching installation of new
electronic systems through the NBS reforms requires specific organizational adjustmentsto be
precisely synchronized with the new systems. In addition, NIH won both FY 2003 A-76
competitions and is now reorganizing significant portions of its Grants and Facilities functions
under the terms and conditions of the A-76 process. The basisfor each A-76 competition isthe
design of anew “most efficient organization” (MEO) to be established by the winner; so NIH is
now establishing two new MEOs within its overall structure. Additional commercial-type
activities at NIH are being competed in FY 2004 and scheduled for future years, and the results
of those competitions will also change the organizational composition of the administrative
functions addressed in the ARA C recommendations.

As they work to recognize and accommodate these evolving interrelationships, the
implementation groups at NIH are expected to take a collaborative approach that values the
diversity within them and makes the most of it to achieve the best possible results for the whole
organization and the fullest possible achievement of the Agency’s scientific missions. Inclusive
representation in these groups and appropriate use of qualified facilitators are recommended.
Additional information about facilitators, and when to use them, is provided in Section 3.8.
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2.0 MASTERING THE PROCESSES

Implementing an administrative restructuring proposal involves four different and necessary
steps. Thefirst is creation of an effective Implementation Group that is sufficiently
representative of the affected and responsible parties to ensure success. The second is
development of arealistic Implementation Plan. Thethird is approval of the plan and provision
of any resources or authorities needed but not already available to enable implementation to
occur. Thefourth is development of an accountability process for tracking and ensuring progress
toward implementation.

The purpose of this section of the Guide isto explain how these four essential processes work
and how they should be used.

2.1 Getting the Best from the Implementation Group

The designated leader of the Implementation Group is responsible for establishing an
appropriately representative roster of members, engaging the group effectively in addressing the
restructuring proposals assigned to it, finding the means needed to adequately support the
group’ swork, and focusing the group’s work on implementation.

Task 1—Establishing the Right Group

I’ simportant to get the right group, with the right representation and skills, because it isthe
group that will be the primary forum for consummating the partnerships needed to achieve
implementation goals. The leader should assess the group’ s existing or planned membership in
light of the criterialisted below. If changes are needed the leader should consult with the Deputy
Director for Management.

e |dentify the organizations that will be affected by the new structure that will result from
implementing the proposal. If the proposals being addressed change significantly over
time, the group’ s membership should be modified accordingly.

¢ Include representatives of |Cs of different sizes, plus appropriate subject-matter experts,
and representatives of related A-76, NBS, and other initiatives. Including some
representative “ science advisors’ from the ICs could also help to ensure integration of the
science mission with the restructuring efforts.

e Attempt to get representatives of these organizations who have the skills, temperaments,
and time to be constructive group members.

e Common wisdom in the management community is that groups of up to 12 perform best,
but limiting the team size to that number for this project may not aways be practical. So,
as the project proceeds, the core group may need to delegate some implementation tasks
to smaller sub-groups that may include supplemental members with the specialized
expertise required to complete the tasks.
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Task 2—Engaging the Group Effectively

Each member of the Implementation Group will come to the project with some degree of self-
interest, functional affiliation, and individua viewpoint. Individual memberswill need to be
melded into ateam capable of moving together to implement the approved restructuring
recommendations. This can be facilitated by using basic team engagement strategies.

e Beopen to suggestions and opinions of the team members.

e Avoid using inhibiting language in discussions—e.g., “that idea will never work.”

e Assure balanced participation and avoid dominance by an individual or a sub-group
within the team.

e Manage conflict within the team.

e Reward helpful inputs.

e Consider using off-site retreats at appropriate stages of the group’s work to provide a
larger block of time and greater opportunities for interaction anong team members.

Task 3—Providing Support for the Implementation Group

Many of the group’s members—if they are the right ones—will aready have more than enough
to doin their regular jobs, and that’s where their first responsibilitieslie. Their main
contribution to the group may occur as they participate during the meetings. The Group may not
always be able to count on them to take on major special assignments unless their regular
responsibilities are directly related to the group’ s restructuring goals and objectives.

In these cases, find ways to provide supplemental support personnel who have the time, skills,
and resources to devote to meeting the group’s needs. OMA and NAPA may be able to perform
some of the necessary tasks and may be able to help identify other resources. (For more
information about assistance available from OMA and NAPA, see Section 4.0.)

Task 4—Running the Organization while Changing It

As important as administrative restructuring is for NIH, achieving organizational change cannot
come at the expense of interfering with the day-to-day achievement of the agency’s scientific
mission. The restructuring process may require skills, resources and processes different from
those required to run the existing organization; they will also require NIH leaders to operate in
two distinctly different modes at the same time, giving appropriate attention to each. Special
provisions must be made for the dual processes of operating and changing the organization, and
for ensuring that the transitions from old to new ways of doing business will be smooth. (See
Section 3.6 for more information about change-management strategies.)

Task 5—ARAC Implementation Profiles
Each ARAC Implementation Group has a unique assignment. Four different types of

implementation factors interact to give the assignment its “ personality”: (1) the “ degree of
difficulty” of the restructuring recommended, (2) the varying degrees of “dependence on others’
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for the success of the restructuring, (3) the status of the Implementation Plan, and (4) the
adequacy of support from the governance structure.

Each of these general implementation factors consists of severa more discrete sub-factors that,
to agreater or lesser extent, tend to inhibit or facilitate progress toward ARAC implementation.
To help the Implementation Groups consider all the factors, they have been displayed together
on asingle-page “Profile Chart” (see Figure 1); each factor is defined in Appendix A. By
gauging the current impact of each factor on the implementation process and displaying it with a
bar on the chart, the Implementation Group can quickly generate an overall “picture” of what is
holding implementation back and what is helping to push it forward. The more that the bars
move toward the right side of the chart—shortening on the inhibiting side and lengthening on the
facilitating side—the greater the likelihood of successful implementation of the
recommendations. Bars representing the factors needing most urgent attention should be shown
in red to highlight them visually.

In anutshell, here is how to interpret the implementation factors in this diagnostic chart.

A. The greater the amount of change called for, and the more that successful implementation
would rely on changing the present behaviors of the affected people, the harder it will be
toimplement. Thisis particularly true if the recommendations being implemented
provide little or no flexibility to adjust to conditions found to exist at the time of
implementation and if conflicts develop between the ARAC changes and the
implementation of other changes being made as part of other restructuring initiatives.

B. Thesedifficulties may be reduced, at least to some degree, by coordinating the
implementation with the other initiatives.

C. When dependence on others is an inhibiting factor, it is important to negotiate and plan
ahead to secure the resources needed from appropriate sources to support the
recommendations. Often it isuseful to involve representatives of the “dependency
groups’ in the Implementation Group and engage them in the problem-solving process.

D. The Implementation Planning process (described in Section 2.2) can facilitate the
achievement of recommended goals by: (1) making sure that the goals are well justified
and widely agreed to, (2) providing for all the steps that will need to be taken by all the
responsible and affected parties, and (3) ensuring that communications are adequate to
enable al the parties to understand their parts in the implementation process. When any
of these conditions are not met, implementation is likely to be slowed or blocked.

E. The governance system must be adequate to bring in everyone who is needed to bridge
gaps, build agreements, and support coordinated action. Gaps here will slow progress,
but filling these gaps will facilitate progress.

The Implementation Groups are urged to develop their profiles quickly and begin focusing their
energies as effectively as possible on the greatest opportunities for reducing inhibitors and
enhancing facilitators. Reassessing the profile monthly will help the group to stay focused on
what needs to be done most urgently at any given time during the implementation effort. Those
activities that offer the greatest opportunities to move more bars on the chart toward the right are
the ones that are most likely to have the greatest positive impact on progress toward
implementation.
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FIGURE 1. ARACIMPLEMENTATION PROFILE
(A Diagnostic Tool for Self-Assessing and Prioritizing Needed Work)
FUNCTION
L mol ion F I nhibiting Facilitating
mplementation Factors Higher L ower L ower Higher

Degree of Difficulty

1

Amount and type of change proposed
(departure from existing conditions)

. Degree of flexibility in ARAC
. Rapidity of changes proposed
. Partiesinvolved (DHHS, NIH-HQ, ICs,

other customers, etc.)

. Performance impacts (felt/expected)
. Learning curves (anticipated)
. Amount of resistance (known/expected)

-1Cs

-- Employees/Unions

Degree to which changing function will be
impacted by the A-76 process and
outsourcing decisions

Dependence on Others

Implementation group (formed, functional)
Policies (adequacy/clarity)

Budget and finance

FTE alocations

Training

Other HR services

Facilities

IT

Interaction with and approval by DHHS
leadership

I mplementation
Plan

Degree plan completed (technically)
Degree plan agreed/committed to by
necessary parties

Adequacy and clarity of performance goals,
measures, and monitoring

Long-term implications identified and
addressed

Communications component

Governance

Completeness of client involvement
Necessary linkages to other groups
Clear lines of authority and accountability
Adequacy of authority

Needed MOUs in place

Structure established for feedback and
follow-up to assure on-going successful
operations

Clear, consistent, and continuous
communications during formulation,
implementation, and other stages
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2.2 Developing the Implementation Plan

Each Implementation Group is responsible for developing an Implementation Plan for achieving
its ARAC restructuring goals. If the ARAC goals and recommendations are being modified,
those modifications must be approved by the NIH Working Group and Steering Committee, as
provided in Section 2.3.

The Implementation Plan should include the elements listed in the Template found in Box 1.

NIH’s overall restructuring effort isintended to provide existing administrative services more
efficiently (with fewer people using higher levels of automation) and more effectively (with
higher levels of professionalism and expertise more uniformly availableto all 1Cs). It is often
assumed that consolidation will automatically increase efficiency and effectiveness. But there
are limits to economies of scale and it is possible that further consolidation may not further
increase economies in some of the ICs that already have large volumes of such work, high levels
of expertise, and direct control of their own workforce for these functions. Thus, itis
particularly important in planning for administrative restructuring to (1) pay strict attention to
existing service levels, (2) agree on the levels to be maintained or achieved, (3) measure what
happens to these service levels during and after consolidation, and (4) be prepared to take
corrective actionsif services decline. Customer Advisory Boards (CABS) should be established
as noted in Dr. Zerhouni’ simplementation principles, along with customer surveys along with
objective before and after measures of service levels.

The Implementation Plan should provide a schedule chart of the planned activities, explicit
linkages to other administrative restructuring initiatives that may impact it, and continuing
feedback loops designed to make necessary mid-course corrections as needs for them are
identified. Because of these complexities, it may not be possible to use standard project
management software to monitor the work of the ARAC Implementation Groups in every case.

As aminimum, however, Implementation Groups should chart implementation progress, and
constantly review it to help keep the implementation process on track. A sample schedule chart
for potential ARAC implementation work isshown in Figure2. [NOTICE: ThisisNOT an
actual plan, and should not be construed to be onein any way.]

Implementation Groups that have precisely defined project-type implementation plans may find
project management software helpful. One such tool is described in Section 3.5.

2.3 Getting Decisions Made

The following steps must be used to resolve any issues raised in the implementation planning
processes that the group cannot address on its own.
e The ARAC Implementation Group identifies and devel ops the issue sufficiently to
present the issue to the Working Group
e TheWorking Group either resolves the issue and proposes a decision or refersit to the
NIH Steering Committee.
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BOX 1. ARAC Implementation Plan Template:
A List of Elementsto belncluded

e Clear goals, functional statements, service levels, baseline and benchmarking data, performance
measures, milestones, and target completion dates. Include goals and related performance
measures to minimize the impact of negative impacts. To fully support desired goals, qualitative
and well as quantitative, performance measures may be needed. (How would you recognize
success?)

e Implementation tasks needed to achieve success, including change-management strategiesto
address the human side of administrative restructuring. (See Section 3.6.)

e An effective change management strategy needs to be devel oped.

e A project management and tracking process (potentially supported by acommercial software
package) to link implementation tasks to the resources, responsible parties, schedules, and
phasing required to meet the target implementation date. Ability to assess the extent to which the
plan has been implemented at any given time, and to make mid-course corrections. (See Section
3.5)

e A processto identify and resolve delays.

e Strong relationships with other ARAC implementation groups, activities of the ongoing NIH
NBS reform group, A-76 competitions, and other NIH-wide or department-wide reforms (links
and processes to resolve any significant dysfunction that could put implementation at risk).

e A gap anaysisto identify and supply missing resources required to enable successful

implementation. (See Section 3.2.) Such resources may include:

Reorgani zation authority

Revised functional statements

Transition staffing and/or training

Facilities and equipment

Budget

Authorities and agreements to change processes and rel ationships among organizational units

(including needed MOUs and provisions to harmonize potential dual reporting issues)

Policy changes

e Communications strategies and tools (See Section 3.7.)

e Agreements on service levelsto be maintained by central or consolidated service providers.

e Quality assurance mechanisms to ensure customer satisfaction.

o An effective consultation process to involve the affected parties throughout the planning and
implementation processes, and to communicate with them frequently and effectively.

e Provision for evaluation studies to capture the “lessons learned” during the implementation
process. (See Section 3.9.)

e The Steering Committee advises the Director of NIH about the issue, if it can, and the
answer isincorporated into the Implementation Plan
e |f theissue remains unresolved, work around it.

The Implementation Plan itself should be presented to the appropriate Work Group and to the
Steering Committee, if necessary. The Plan should also be approved by the NIH Director or
DDM on hisbehalf. Any subsequent modifications of the Implementation Plan also must go
through the same approval process before they become effective. When reporting to the Work
Group or Steering Committee, a consistent status reporting format will be very helpful. The
recommended format followsin Figure 3.
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FIGURE 3. [ARAC Function] mplementation Status

Goal: Date prepared:

. . ) Completion Dates
Consistent Steps and Major Responsible

Milestones Person/Office | Original | Revised | Actua
Plan Plan Date

Comments

¢ Develop Implementation Plan
e Primary Activitiesand
Milestones
e Benchmarking and
Baseline Data Elements
e Staffing
e Performance metrics
e Org. structure
o Systems
e Coordination Element
e Change-Management
Element
e Communications Element
o Customer Buy-in Element

e Obtain WG/SC Approval of
Implementation Plan

¢ |dentify and Obtain
Implementation Resources

e Monitor/Adjust
Implementation
o Unanticipated Effects of
NBS and A-76 Initiatives
e Unexpected Barriers
e Customer Satisfaction
e Mid-Course Corrections

e Obtain WG/SC Approval of
Mid-Course Corrections

e Pilot Test New Systems and
Processes (as applicable)

o Establish New Organization
(as applicable)

o Evauate New Systems,
Processes, and Organization
(as applicable)
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2.4 Tracking and Ensuring Progress

Tracking and ensuring progress of the administrative restructuring effort involves tracking the
progress of both the implementation process itself, and the results of implementation (including
unintended consequences, which may be negative in some cases). Both depend upon good
metrics. This section of the Guide addresses methods for tracking progress and provides the basis
for taking such mid-course corrective actions as may be needed. Best results may be obtained by
continuously measuring, monitoring, reassessing, and adjusting implementation activities and
consequences to emphasi ze the benefits and minimize any negative impacts.

Tracking the Implementation Process

Two primary tools are recommended for use, as appropriate, to track the progress of
implementation. One isthe Profile Chart introduced in Section 2.1. By reexamining, updating,
and comparing Profile Charts over time, Implementation Groups will be able to see how much
progress they have been able to make in reducing impediments and strengthening facilitation
factors. These periodic comparisons will show where the next most helpful steps are and what
should be done to move implementation efforts ahead. Opportunities to reduce impediments
should not be overlooked. Frequently, reducing impedimentsiis as effective, or even more
effective, in getting desired results as taking advantage of the factors that facilitate action.

The other tool recommended for tracking implementation is a schedul e to be developed by each
group to keep track of implementation activities. Asillustrated in Figure 2 (above), this chart
shows all the activities needed to accomplish the implementation, how they are interrelated, and
when they need to occur to keep the process on schedule. If delays occur, this chart will show
which activities are causing delays, and will suggest where remedial action needs to be taken.

Together, these two charts will answer two related questions: what is not getting done (the
schedule chart), and why isit not getting done (the profile chart). The group will be ableto
monitor its own implementation process to its conclusion, and determine whether the goals were
met ahead of time, on time, or late, as well as the extent to which the final restructuring
resembles the proposed one.

Tracking the Results of Restructuring

More complex than tracking what is done is the question of determining what impact the
restructuring has had. Simple performance measures can tell part of the story. How doesthe
level of service provided by the new structure compare with the level of service previously being
provided? Isit worse, the same, or better? And, what is its cost—the same, less, or more?
Performance measures should be established at the beginning of each restructuring effort to
capture the initial baseline conditions and track results as the restructuring goes into effect.
Short-term tracking can assist with mid-course corrections during implementation. Long-term
monitoring and evaluation studies can assess the lasting improvements in the administrative
services being provided. (Performance metrics are addressed in Section 3.3, and evaluation is
addressed in Section 3.9.)

D-23



APPENDIX D

Page 12

Simple performance metrics, by themselves, can tell only part of the story—what happened? To
learn why it happened requires program or performance evaluation studies that compare the
before and after situations in some detail. Fortunately, DHHS (and NIH as part of the
Department) has one of the government’ s longest-established and most robust program
evaluation traditions. Since the 1970s, it has funded program evaluation studies regularly, using
statutory set-asides from its operating budget as a dependable source of revenue. This resource
isunusua in the federal government, and it should be tapped in this case to develop
administrative restructuring case studies and “lessons learned” that can be shared within NIH and
the Department, and even more broadly. Because there is strong competition for these funds,
priority should be given to studies of the most broadly useful lessons. (Program evaluation is
addressed in Section 3.9.)

A vital component of tracking the results that make a difference to the clients or customers of
administrative servicesis staying in touch with them. There are several waysto do this. Oneis
to survey them regularly over time, asis being donein DHHS and NIH acquisition programs,
through a* balanced scorecard” process. Another isto establish a permanent customer advisory
group or to use focus groups on aregular basis to sample satisfaction levels, get insights about
service delivery issues, and find better ways of doing business. Other methods include the use of
focus groups and peer-review groups.

Reporting Progress

The Implementation Groups obviously have avital interest in tracking their own work to stay on
course, on schedule, and within budget. However, many others have an interest in both the
progress being made in implementing changes and the ultimate impact of those changes. These
interested parties include those at other levelswithin NIH, at the Department, within the
Administration and the Office of Management and Budget (OMB), in Congress, and across the
general public. Thus, the tracking data collected need to be capable of rolling up into reports for
higher level managers, legislative overseers, and the public. Thisconcern is consistent with
current concepts of performance budgeting and the integration of budgets and financial
accountability reports with performance reports. It is also consistent with the improved reporting
capabilities of the business systems upgrades being installed at NIH under the long-term NBS
program. The point of mentioning it here is to remind the Implementation Groupsto take it into
account as they go about their own work and establish the performance measures they will be
using. Budget and performance integration, as currently required by OMB, is addressed in
Section 3.3.
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3.0APPLYING SUPPORTIVE TECHNIQUES

A wide variety of management and analytical tools can be used in reassessing and implementing
the restructuring recommendations. The following sections provide brief descriptions of some of
these key tools. If you believe they could be useful to the group’ s efforts, more guidance is
availablein Part Il of thisguide. Staff members from OMA and NAPA are available to provide
assistance in using each of these tools.

3.1 Vision, Missions, and Goals

Clearly defining the vision, mission, and goals for change is critical to ensuring that the
implementation effort moves forward effectively. The vision will be most effectiveif it is crystal
clear and if the common future agreed on is linked to the specific missions and goals needed to
create the preferred future. Developing the vision is a make-or-break part of the process and
should begin as early as possible.

A visioning process may be helpful in clarifying what needs to be implemented in proper
relationship to everything else that is going on at NIH to improve administrative functions. The
greater the uncertainties and risks are found to be, the more likely it may be that aformal
visioning process could be helpful.

3.2 Analytical Tools

There are many analytical tools that can help in effectively implementing administrative
restructuring. Two that are most important for NIH’ s current efforts are risk assessment and gap
analysis. Othersinclude benefit/cost analysis, survey design, and focus groups.

Administrative reorganizations can be risky, so great care must be taken to assess and minimize
therisks. Therisks come in the form of adverse impacts—often unintended consequences—on
people, organizations, and program performance that may occur if restructuring is not done
carefully. Involving the potentially affected employees, customers, and managers in developing
and integrating competing or overlapping administrative reform proposals can help to identify
the most likely adverse consequences and suggest ways to avoid, mitigate, or compensate for
them.

Gap analysisis not a particular type of analysis as much as a general concept for measuring the
distance between a current situation and a desired future condition. It isan essential step in
ARAC planning. Some of the most important “gaps’ to be analyzed concern staffing, budgets
and resources, and authorities and agreements. The “degree of difficulty” section of the ARAC
Profile Chart in Section 2.1 can help in assessing when it is important to identify these “ gaps.”

A formal, quantitative benefit-cost analysisis not anticipated for ARAC. However, even if only

gualitatively done, there should be some explicit determination that the recommended changes
are worth doing.
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Surveys, focus groups, and various types of statistical analysis can also be used in support of the
above analyses. These techniques may also be useful in assessing the success of implementing
change, reaction by employees and other stakeholders, and, ultimately, the impact of the
changes.

3.3 Sound Metrics

The original ARAC effort considered at least two metrics: staff size (often areduction) and the
ratios of scientific to administrative staff (typically anincrease). These arefairly basic staffing
benchmark measures and are needed to determine what appropriate staffing levels should be and
to compare levels and outputs with comparable organizations. However, additional metrics are
needed to adequately address the key goals of program performance and administrative
efficiency, including indicators that measure program effectiveness, as well as both positive and
negative impacts.

Approaches that can be used in benchmarking staffing measures include an immediate snapshot
of the existing work situation using output-per-FTE ratios, which can be used for comparison
purposes among similar groups and can show historical trends. However, these basic numbers
may not allow for “degree of difficulty” and, consequently, the ratios can only be used as broad
guidelines, more detailed analysisis needed to get at root causes for differences across
organizations.

Performance measures tell an organization how well the particular function isdoing. If we
accept the oft-quoted statement “What gets measured gets done!” then we should be careful to
select the proper performance measures. Service organizations will most frequently focus on
performance that relates to their customers (including service levels provided) and, in doing so,
often overlook other useful measures such as business efficiency. Consolidated administrative
service centers should work to combine service level and cost data. NIH is not alowest-price
market; it demands topnotch services to keep its programs performing at necessary levels of
excellence. Thus, NIH performance measures must combine service-level and cost data to be
useful.

The groups should consider working with the balanced scorecard concept to obtain and analyze
data which bring together cost and performance information. Regular surveys of customers and
other stakeholders provide information on quality of service, timeliness, and responsiveness,
which, when combined with data on efficiency and effectiveness, alow an overall rating of
activities. An evolving example of this approach is the DHHS balanced scorecard for
acquisition.

Identifying and planning to accommodate the number of employees who may be affected by

administrative restructuring activities are also important metrics to have. See Section 3.6 for
more information about thistopic.
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3.4 Best Practice Benchmarking and L essons L ear ned

ARAC implementation should promote best practices through benchmarking and integrating
effortswith IT initiatives. Benchmarking has become one of the most popular management tools
inuse today. In most cases benchmarking has focused on the types of administrative issues
addressed in the NIH restructuring initiatives and therefore offers significant potential in helping
the groups as they design their restructuring initiatives.

Conducting afull-fledged, seven-step benchmarking study as outlined in the current literature
would require more time and resources than are likely to be available to the Implementation
Groups. However, shortcut approaches can be useful in some situations. Groups might be able
to find studies already completed that are close enough to be relevant. Short-term “lessons
learned” studies within NIH could be done; in fact, NIH has already undertaken these types of
studies related to the HR structuring, A-76, and NBS. Quick benchmarking studies can be done
without fully undertaking all of the seven steps. At aminimum, one or more of these quick
learning techniques should be prepared as part of the on-going organizational reform efforts. If it
is decided that a more extensive benchmarking effort is needed, the groups should obtain
approval of the Steering Committee and/or DDM.

3.5 Project Management

Once the project is underway, monitoring, getting feedback, and reacting flexibly to any
problems are necessary forms of control for keeping the project on track and fulfilling its goals.
Effective project management efficiently reallocates resources and budgets to meet deadlines
under changing circumstances. Communication is crucial to both planning and control
processes. Ongoing use of status reports communicates information on activities to all involved.

Microsoft Project is an example of one of the software programs available that can facilitate
effective planning, tracking, and communication of project information, and thereby help keep
the project on schedule. The software could be used to track the ARAC Implementation Plan,
though the program uses different terminology—for example the ARAC Implementation Plan
would be called the “Project Plan.” It can facilitate use of tools such a Gantt and PERT charts.

However, this software only works well when the “project” can be well defined and when the
group has enough control to review major milestones, make necessary corrections to keep the
plan relevant and attainable, and prevent unjustified tendencies to expand the scope of the
activities. Where tasks are not completed on time, the group must identify causes and solutions
and modify timelines and/or expectations as needed. Where such control is not available,
simpler bar-chart schedules may make more sense.

3.6 Change-Management Strategies

Successful change does not happen by accident. Mangers must think not only about what
changes to make, but also about how and when the changes should occur, and they must involve
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the stakeholdersin those decisions. NBS has provided NIH with extensive change-management
experience and “lessons learned.”

Where implementing ARAC recommendations will result in significant changes to
organizational structure, NIH culture, or employee roles, each |mplementation Group will need
to develop a change-management plan. The overall goal of such aplan isto minimize adverse
consequences and facilitate acceptance and use of the changed structures and processes.

Four key steps in devel oping the change-management strategy are:

e Determine the precise scope and focus of the changes (including employees affected and
eligible for transition services).

e Determine the specific activities to be undertaken as part of change management.

e Establish a program of assistance to be provided to the Implementation Group and
affected employees and stakeholders during and after the implementation of changes.

e Harmonize potential “dual reporting” relationships.

Among other things, defining the specific changes helps ensure that the group has identified al
of the on-going interrelated activities and taken steps to ensure a clearly formulated plan for
coordinating the activities.

Depending on the changes contemplated, the change-management plan could require:

e Workforce transition planning
Training of employees and other stakeholders

e Provisionsfor helping stakeholders, especially employees, adjust to the changes, such as
counseling or relocation assistance

e Provisions for monitoring, feedback, evaluation, and mid-course corrections

If any such assistance is necessary, it should be included in the Implementation Plan. All groups
will aso need to develop a communications plan to facilitate the change.

3.7 Communications Plan

Communication during change serves many purposes. Ultimately, its goal isto ensure agency-
wide support for the changes. At the most basic level, the purposeisto inform all stakeholders
of the reason for the change; the vision, goal's, and specifics of implementation design, aswell as
any modifications made as time goes by; and the progress being made. Other important purposes
include:

¢ |Involving employees, customers, and other stakeholdersin articulating the vision, goals,
and design of the changes, and aso making them a part of the process and assuring that
they are listened to and that they know what is done with their input.

e Monitoring the impact of on-going change on employees' ability to carry out the day-to-
day mission.
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The extent and formality of the communications plan, and the process used to develop it, will
depend on the group’ s assessment of complexity and importance of communication in relation to
the specific changes being made.

Communications must be on-going at many levels as NIH works to clearly and consistently
communicate the overall ARAC vision and goals throughout the agency in the context of NIH's
scientific mission. A variety of NIH mediawill need to be used and NIH communications media
should be represented on or consulted by each Implementation Group to help craft effective
messages and get them out in atimely way.

This guide is a key component of the NIH-wide ARAC communications plan. It provides the
essential messages about the program’ s intent, assignment of responsibility, process
requirements, methodol ogies, and resources to get the job done. Another key component isa
new Administrative Restructuring Website established by OMA to provide:

e Basic ARAC documents (including the 2003 ARAC Report and this guide)

e Linksto other non-ARAC administrative websites (such as NBS and A-76)—to help
integrate related efforts with them

e Linkstoindividua ARAC function websites—to assist each in learning good practices
from the others

The single most important dimension of communication during organizational changeisthat it
be two-way. In most cases, face-to-face communication will be needed, but the restructuring
website will also be akey component of the NIH-wide communication plan.

3.8 Mesting Facilitation

Many of the group leaders are well-versed in facilitation techniques and use them routinely.
Therefore, their need to call in an outside, neutral facilitator may be limited. Nevertheless, they
may find assistance could be useful from time-to-time. Some of the most likely times are when
thegroupis:

Just getting formed and includes several people who do not know each other well
Devel oping team cohesiveness and commitment to work together

Facing an especially contentious decision

Faced with an especially complex task to accomplish (such as developing consensus on
missions and visions, or developing a plan and setting priorities)

Facilitators are also particularly helpful when a group’s official leader wants to fully participate
in the substantive issues being addressed by the group without being distracted by process issues
or constrained by the facilitator’ s need for neutrality.

3.9 Evaluation

Evaluation should be built into change implementation. 1n developing performance measures,
future as well as current evaluation needs should be considered. Consideration of the specific
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evaluation approaches to be used are best done early in the design of any program, process, or
change, to ensure that appropriate baseline data are collected for subsequent comparison of
effectiveness, efficiency, and performance.

Evaluation will be most important in the Implementation Groups work when implementation
moves forward, and once the changeis fully implemented. In each case—as with the other tools
discussed in this guide—the specific evaluation tools and techniques that will be most useful will
depend on the nature, extent, and timing of the changes being implemented.

Initially, evaluation activities are frequently applied to:

e Pinpointing the services required to support program activity

e Establishing clear goals, objectives and targets for administrative functions
e Selecting from alternative approaches

e Determining how implementation will be monitored and measured

As implementation moves forward, the Implementation Group will benefit from data obtained
through short-term, rapid-feedback evaluations designed to determine whether mid-course
corrections are needed.

Ultimately, the group’ s work in these earlier stages, setting goals and developing performance
metrics, will set the direction for longer-term, post-implementation evaluations. After
implementation is complete, evaluations may help to provide a systematic assessment of
accomplishments and effects, and to determine the extent to which intermediate and long-term
goals have been achieved.

A variety of evaluation questions and methods can be used. Severa key principles that should
guide evaluation decisions may include (among others):

e Collaborate with stakeholders
e Allow for possible unintended consequences

e Usedatathat are accurate, up to date, have credibility within the NIH community,
and already exist (to the extent possible)

e Use multiple evaluation methods to the extent possible
e Communicate the results of evaluations
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4.0 GETTING HELP FROM THE OMA/NAPA TEAMS

The NIH Office of Management Assessment (OMA) and the National Academy of Public
Administration (NAPA) have teamed-up to assist administrative restructuring efforts at NIH.
OMA staff possesses direct knowledge of NIH culture and functions as well asinsightsinto
management’ s goals and expectations. NAPA staff, and the NAPA Panel overseeing the staff’s
work on this project, bring to the table many years of experience in administration and
organizationa change, expertise in the specific functional areas addressed in the ARAC
recommendations, and knowledge about NIH’ s operations gained from its prior studies to assist
NIH.

Organizationally, OMA and NAPA have established teams to interact directly with ARAC
implementation leaders and groupsin all eight functional areas addressed in the ARAC Report.
In addition, OMA and NAPA are interacting regularly with the DDM and are developing as-
needed links to the NIH governance structure.

Initialy, it was intended that the OMA/NAPA team focus its efforts exclusively on
implementing the ARAC Report. However, NIH and NAPA have recognized that the other
concurrent efforts to respond to NIH’ s long-term business process modernization, the A-76
competitive sourcing process and other parts of the President’s Management Agenda, and the
Department’ s continuing administrative consolidation initiatives are intertwined with ARAC.
Therefore, OMA and NAPA are prepared to assist ARAC implementation efforts directly and to
help integrate ARA C implementation with the other administrative restructuring initiatives.

On many tasks, OMA and NAPA will work together. On other tasks, one will take the primary
lead. These areas of responsibility are set forth, following the basic contact information.

4.1 Key Contacts

The key OMA and NAPA contacts for each ARAC Implementation Group are listed below.
Their phone and email addresses are also provided and contact with them is encouraged.

One OMA staffer and at least one NAPA staffer have been assigned to work directly with each
of the functional leaders and Implementation Groups. For most purposes, these will be the
groups primary contacts. If specialized assistance is needed, the OMA/NAPA staff members
will help arrange it.

Acquisition—Weymouth (OMA) and Hulick (NAPA)
Grants—Best (OMA) and Butler (NAPA)

Information Technology—Gillen (OMA) and McCutcheon (NAPA)
Facilities—Best (OMA) and Barnard (NAPA)

Human Resources—Weymouth (OMA) and Millard (NAPA)

Equa Employment Opportunity—Best (OMA) and Goode (NAPA)
Budget—Gillen (OMA) and McCutcheon (NAPA)
Finance—Weymouth (OMA) and McCutcheon (NAPA)
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Name Phone Email
Jm Barnard (703) 683-8812 JNBarnard@wmconnect.com
Charles Best (301) 451-6729 bestch@mail.nih.gov
Jane Butler (202) 347-3190 JButler@napawash.org
Bill Gillen (301) 496-2462 gillenw@od.nih.gov
Ann Goode (202) 347-3190 AGoode@napawash.org
Chuck Hulick (202) 347-3190 CHulick@napawash.org
John McCutcheon | (301) 208-3539 john0510@earthlink.net
Bruce McDowell (202) 347-3190 BMcDowell @napawash.org
(NAPA Project
Director)
ReginaMillard (703) 691-1440 RgMIIrd@aol.com
Rob Weymouth (301) 402-6350 weymoutr@od.nih.gov
(OMA Project
Director)

4.2 Joint Responsibilitiesof OMA and NAPA

Page 20

OMA and NAPA are working together to conduct the following activitiesin support of ARAC
implementation.

NIH-wide ARAC Communications
NIH-wide ARAC Change-Management Process
Communication with the NIH Steering Committee and Work Groups

4.3 NAPA Specializations

NAPA staff has expertise and is available to help Implementation Groups in the following areas:
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Implementation Plans for Individual ARAC Implementation Groups
Meeting Support
Risk Assessments
Gap Analysis
Performance Metrics (qualitative as well as quantitative)
Benchmarking and Best Practices
Visioning

Project Management
Change Management
Communications
Customer Service Assurance
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4.4 OMA Specializations
OMA staff can help to fill gapsin:

Reorganization Authority

Transition Staffing and/or Training

Facilities and Equipment

Budget

Authorities and Agreements to Change Processes and Relationships Among
Organizational Units (including needed MOUs and changes in reporting channels)
Service-Level Agreements

e Policies

Resources for Evaluation Studies
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APPENDI X.

DEFINITIONS-ARAC IMPLEMENTATION FACTORSIN THE PROFILE CHART

DEGREE OF DIFFICULTY - factorsrelated to the scope of the proposed changes and

outside factors that may compete with ARAC implementation

Amount and type of change proposed — the degree of departure from existing
conditions.

Degree of flexibility in ARAC —the amount of discretion that the implementation group
has to make decisions regarding implementation (e.g., flexibility to determine appropriate
FTE levels, appropriate numbers of centers for consolidated function, etc.)

Rapidity of changes proposed — how aggressive the timing is for full implementation of
the proposed changes.

Partiesinvolved —whether and to what extent other entities (DHHS, NIH-HQ, ICs, other
customers, etc.) will impact an implementation team's ability to implement its ARAC
restructuring plan.

Performance impacts — degree to which staff and organizational changes may affect job
performance.

L earning curves — degree to which new job descriptions will require training and
orientation to ensure adequate job performance.

Amount of resistance —how opposed various parties (particularly the ICs, employees,
and employee representation groups) are likely to be to the proposed changes and how
likely it isthat this opposition will impede the speed with which the changes can be
implemented.

Degree to which the changing functions will be impacted by the A-76 process and
outsour cing decisions — whether and to what extent the implementation of the proposed
changes may be disrupted by A-76 competitions or other out-sourcing activities, PART
reviews and other government-wide, departmental, or NIH competing initiatives.

DEPENDENCE ON OTHERS —factorsrelated to reliance that the ARAC implementation

teams may have on support from other activities

I mplementation Group —whether and to what extent the group is formed and
functional.

Policies —whether and to what extent revised or new policies will be required to enable
ARAC implementation: (1) during the change process; and, (2) for the establishment of
the new structures.

Budget and finance — whether and to what degree financia resources or changesin
budget formulation policies will be required to enable ARAC implementation.

FTE allocations — whether and to what extent additional new or transferred staff will be
required, or excess staff will need to be transitioned to enable ARAC implementation.
Training —whether and to what extent existing or newly assigned employees will require
job-specific or general training to enable ARAC implementation.
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Other HR services —whether and to what extent other HR services may be required to
assist with such activities as reassignments, recruitments, early retirements, buy-outs,
creation of new position descriptions, etc., to enable ARAC implementation.
Facilities—whether and to what extent additional or reconfigured space and other
physical support services will be necessary to enable ARAC implementation.
I T —whether and to what extent new or revised automated systems will be required to
enable ARAC implementation; status of required systems.
Interaction with and approval by DHHS leader ship — the degree to which approval
from DHHS leadership will be required to enable ARAC implementation.

IMPLEMENTATION PLAN —factorsrelated to the written strategy for fully implementing

ARAC proposals

Degree plan completed — status of preparation the ARAC implementation plan; the
degree to which additional detail, including practical and timely action steps, may be
needed.

Degree plan agr eed/committed to by necessary parties — status of approval process for
ARAC implementation plan, number and importance of additional approvals required.
Adequacy and clarity of performance goals, measures, and monitoring — status and
adequacy of processes to establish performance goals and monitoring systems; additional
steps necessary to implement.

Long-term implications identified and addr essed — degree to which plan demonstrates
aclear understanding of the impact that the changes will have on the Department, NIH,
the function and individual 1C over the long haul; identification of the steps necessary
after the ARAC implementation process has been completed.

Communications component —whether the implementation strategy includes
appropriate mechanisms to provide effective on-going information about the changes to
all affected and interested parties.

GOVERNANCE - factorsrelated to the integration of the ARAC implementation process and

the changed organizations into the on-going operations of HHS NIH, and the ICs

Completeness of client involvement — degree to which potentially affected parties are
being included in the implementation process.

Necessary linkagesto other groups— degree to which an ARAC implementation team
is coordinating its implementation efforts with other groups: 1) with which it shares
interdependencies; and, 2) whose actionsit is reliant upon to fully implement ARAC.
Clear lines of authority and accountability — degree to which responsibilities and
decision-making authorities have been decided and are clearly spelled out.

Adequacy of authority — extent to which the ARAC implementation teams and the
organizations being restructured have clear power to take the actions necessary to fully
implement ARAC.
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Needed MOUsin place — to the extent that inter-organizational agreements are required
to achieve ARAC implementation, whether such agreements have been drafted, agreed to
by the parties and executed.
Structure established for feedback and follow-up to assure on-going successful
oper ations —whether thereisin place a process to solicit and act on feedback received
from customers and other affected and interested parties.
Clear, consistent, and continuous communications during for mulation,
implementation, and other stages—whether the implementation strategy includes
appropriate mechanisms for providing effective on-going information to all affected and
interested parties.
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ACRONYMS

Government-wide competitive sourcing program administered under OMB
Circular A-76

Administrative Data Base

(NIH) Administrative Restructuring Advisory Committee
Customer Advisory Board

Customer Service Board

Deputy Director for Management

Department of Health and Human Services

Equal Employment Opportunity

Executive Officer

Federal Activities Inventory Reform Act

Full-time equivalent

Government Performance and Results Act

Human Resources

Institute or Center

(ARAC) Implementation Group

Information Technology

Individual Transition Plan

Knowledge, Skills, and Abilities

Most Efficient Organization (established under the A-76 process)
Memorandum of Understanding

National Academy of Public Administration

NIH Business Research and Support System

NIH Business System (original name of NBRSS; now coming back into general
use)

National Institutes of Health

(NIH) Office of Evaluation

(NIH) Office of Management A ssessment

(U.S.) Office of Management and Budget

(OMB) Program Assessment Rating Tool

Program Evaluation and Review Technique

Research and Development

(NIH) Steering Committee (pinnacle of the NIH governance structure)
Service-level Agreement

Work Breakdown Structure

(NIH) Working Group (part of the NIH governance structure)
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DATE: August 2004
TO: Chairs, ARAC Implementation Groups
FROM: Colleen Barros, DDM

SUBJECT:  Guideto Administrative Restructuring at NIH

Thisfinal version of the two-part Guide to Administrative Restructuring at NIH provides aframework for
the Implementation Groups working to implement the Administrative Restructuring Advisory Committee
(ARAC) recommendations made last year. Part | is“The Basic Guide,” and includes an abridged version
of Chapter 3, “Applying Supportive Techniques.” Part Il provides additional information on “Applying
Supportive Techniques’ in an expanded version of Chapter 3. Both parts of the Guide are available on-
line at: http://ARAC.nih.gov.

To ensure the success of thisimportant effort, Dr. Zerhouni has established the following ten governing
principles:

e Undertake administrative change that enhances the NIH research mission.

e Assume the ARAC report represents policy direction; implementation groups will have flexibility in
defining an optimal approach.
Achieve efficient use of FTEs without diminishing services.
Actively involve the NIH community, including customers, in planning and implementation.
Create customer service advisory boards for services being centralized.
Undertake comprehensive change management, including ongoing two-way communication and
training.
Promote “ best practices’ through benchmarking and integrating effortswith I T initiatives.
Utilize standard business processes.
Ensure integrated governance through the NIH Working Groups and Steering Committee.
Coordinate, as appropriate, with HHSto maximize efficiencies.

The Guide was developed by NIH’s Office of Management Assessment (OMA) and the National
Academy of Public Administration (NAPA), in consulation with the ARAC Implementation Groups, to
provide methodologies for applying Dr. Zerhouni’s ARAC implementation principles.

In preparing the Guide, we took into account that no two groups are dealing with identical
recommendations, and that each Group is at a different stage in implementing ARAC recommendations.
Therefore, we do not view the Guide as a*“one sizefitsall” requirement. Instead, we tried to provide
information that will help each group to take a consistent, thorough, and well-reasoned approach, while
still allowing substantial flexibility to move forward most appropriately in addressing the Group’s
individual circumstances. We hope you will find the material provided helpful now, as you work to
develop your ARAC Implementation Plans, and, in the future, as you work to implement your plans.

Dr. Zerhouni has committed NIH to successfully restructuring its administrative functions — increasing
both service and efficiency to advance NIH’ s critical scientific mission —and he has directed each of usto
help ensure the success of this endeavor. Thank you for helping us meet thisimportant challenge.

cC: Dr. Elias Zerhouni, | C Directors, Executive Officers, OD Senior Staff
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3.0 APPLYING SUPPORTIVE TECHNIQUES

A wide variety of management and analytical tools can be used in implementing the restructuring
recommendations. The following section provides descriptions of some of these key tools. The
methodol ogies described here may be used when appropriate, but are not meant to be either
prescriptive or comprehensive. OMA and NAPA staffs are available to assist with any of the
techniques described.

3.1 Visions, Missions, and Goals

Clarity and alignment stand out as two key words that need to guide NIH groups as they
implement the ARAC Report. A “visioning” process may be helpful in clarifying what needs to
be implemented in proper relationship to everything else that is going on at NIH to improve
administrative functions.

Visioning is often critical in atransformational process designed to redirect the course of an
organization—perhaps even in very dramatic ways. A recent example at NIH is Dr. Zerhouni’s
Roadmap for Accelerating Medical Discovery to Improve Health. The process used to produce
this new vision involved alarge number of key leaders throughout the organization working
together in retreats and other settings over a period of more than a year to establish new path-
breaking initiatives for medical science. It was ano-holds-barred creative process that produced
awidely held clarity of purpose and an alignment of leaders across the NIH 1Cs on the need for
the breakthrough results shown in Box 1.

But, the use of avisioning process is not limited to such high visibility initiatives or extensive
efforts. Thistechniqueisused in many different venues and at multiple levels—by individuals,
work groups, major independent organizations, and component sub-organizations. The vision
produced by the process captures and clearly articulates a preferred future to which the involved
parties are committed; it will be most effectiveif itis crystal clear to all involved, and if the
common future agreed on is linked to the specific missions and goals needed to create the
preferred future.

The purpose of this section of the Guide is to suggest how the visioning concept can be used by
the ARAC Implementation Groups to help them effectively meet their responsibilities.

Sepsin the Visioning Process

Visioning techniques have been in common use for many years and could be made available to
ARAC Implementation Groups. For do-it-yourself groups, a number of published guides are
available—such as Scott, Jaffe, and Tobe, Organizational Vision, Values and Mission: Building
the Organization of Tomorrow (Menlo Park, CA: Crisp Publications, Inc., 1993). In addition,
NAPA can provide assistance (see Section 4of Part | of the Guide), and facilitation services may
be available from the NIH Ombudsman’ s Office.
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BOX 1. NIH Roadmap Visioning
Accelerating M edical Discovery to Improve Health

Process Product
1. Five “Roadmap Meetings’ with New Pathwaysto Discovery: Strategiesfor Diagnosing,
outside experts Treating, and Preventing Disease

v Compelling initiatives over next v" Building Blocks, Biological Pathways, and

10 years Networks
v Profound impact on medical v" Molecular Libraries and Imaging

research v’ Structural Biology
v Accomplished only by NIH asa v" Bioinformatics and Computational Biology

v

whole

2. 2002 NIH Leadership Forum
v' Annudl retreat of I1C directors
v Five workgroups on major
themes from Roadmap Meetings
v’ Exciting enabling ideas for trans-
NIH action

3. Spring 2003 NIH Working Groups
with outside advisors
v'Initia blueprints for
transformational action that only
NIH can do
v Presented to 2003 NIH Budget
Retresat of 1C directors

4. Nine Implementation Groups

Nanomedicine

Resear ch Teams of the Future
v" High-Risk Research
v Interdisciplinary Research
v Public-Private Partnerships

Re-engineering the Clinical Research Enterprise
v Harmonization of Clinical Research Regulatory
Processes
v Integration of Clinical Research Networks
v Clinical Research Informatics: National Electronic
Clinical Trials and Research System (NECTAR)
Regional Trandation Research Centers
Enabling Technologies for Improved Assessment
of Clinical Outcomes
v" Enhance Clinical Research Training in the Medical
Scientist Training Program and Multidisciplinary
Training
v Create aNational Clinical Research Corps

<]

e |nvolving Affected Parties. The Implementation Group itself should be representative
of the key groups affected by the ARAC recommendations, but it is, by design, a
relatively small group. That may be satisfactory for visioning broad strategies, but it
probably will not be large enough to successfully vision about more detailed “how-to”
implementation issues. So, the Implementation Group should think through the purpose
of the specific visioning topic and make sure the types and numbers of invitees are
appropriate to the task. Larger groups, when necessary, can be effectively managed in a
retreat setting by using break-out groups for detailed topics and report-back sessionsto
share results with the larger group and to generate plenary dialogues about integrating or
inter-relating sub-topics into the larger themes.

o Clarifying Key Values. This opening dialogue with the group should establish and
explicitly state the essential common understandings within the group about those
cultural norms and ways of doing business within the organization that might be affected
by the recommended changes being implemented. This step simply gets everyone off on

the same footing.
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Scanning the Current Situation. This part of the dialogue should be as redlistic as
possible about the current status of all the related administrative reform initiatives that
may affect ARAC implementation. If special resource people are needed to make sure
thiswill be awell-informed dialogue, the organizers should make sure they will be
present and properly prepared. The group should be clear and explicit about any
uncertainties and risks that may be present in the current situation.

Recognizing Emotional Content. Not everything about visioning the futureis purely
factual. In fact, the emotional content generated by recommendations for changing the
way business is done may be as great (or greater) than the factual content. This
emotional content isas “real” as the factual content, and it should be dealt with as
explicitly asthe factual content. It isthe human side of change, and it needsto be
provided for in the same way as the systems and technology parts of change. Failing to
do so may be fatal to the success of the implementation effort. Provisionsfor thisreality
should be made in the change-management portion of the implementation plan—as
discussed in Section 3.6.

Developing the Vision. Taking the current situation, the system-change proposalsin the
ARAC Report, and the human factors into account, the group should construct avision
consistent with the objectives of the Report. Adequate time should be provided for
intense and extensive exchanges of views during this part of the process, because thisis
the stage where the group will coalesce—or not. It isamake-or-break part of the

process. Proper preparation in previous parts of the process isimportant to successin this
stage. The aim should be to finish the visioning process with not only aclearly stated
vision but also with abroadly held commitment to it. Administrative restructuring goals
and objectives should support NIH strategic mission goals, and should include subjective
goals and measures, as well as quantitative ones, to the extent appropriate.

Integration Imperative. In ARAC, the vision statement has a special imperative to
integrate the multiple administrative reform initiatives as much as possible. ARAC isnot
occurring in avacuum, and it cannot be a successif it isimplemented in a vacuum.

Expressing the Vision as Clear Goals. All federal agencies go through some sort of
visioning process under the strategic planning requirements of the Government
Performance and Results Act (GPRA). It isimportant to tie administrative restructuring
to that process and express the vision for it as clear goals related to the performance of
strategic agency missions. The definitions of strategic goals and objectives, aswell as
performance goals, which have been developed by OMB over the past decade, are recited
in Box 2 for your convenience.
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BOX 2. GPRA Definitions of Goals

Strategic Goal or Strategic Objective (also General Goal): A statement of aim or purpose included in a
strategic plan (required under GPRA) that defines how an agency will carry out a major segment of its
mission over a period of time. The goa is expressed in a manner which allows a future assessment to be
made of whether the goal was or is being achieved. In a performance budget/performance plan, strategic
goals should be used to group multiple program outcome goals; the program outcome goals should relate
to and in the aggregate be sufficient to influence the strategic goals or objectives and their performance
measures.

Effective performance budgeting and management relates program performance goal s to the agency’s
strategic goal framework. Programs supporting a goal may be complementary, parallel (serving different
populations), alternative (trying different approaches to see which works best), or competitive. Programs
supporting a strategic goal can maximize their effectiveness by planning strategy together and
coordinating operations. The relative strengths and effectiveness of each program should influence
resource allocation to maximize the strategic goal outcome. Changing circumstances or effectiveness
would be reflected in modified strategy or focus for the following year.

Performance Goal: A target level of performance at a specified time or period expressed as atangible,
measurable outcome, against which actual achievement can be compared, including agoal expressed as a
guantitative standard, value, or rate. A performance goal is comprised of a performance measure with
targets and timeframes. Program performance goals are included in the performance budget and together
contribute to the achievement of strategic goals. The distinction between “long-term” and “annual” refers
to the relative timeframes for achievement of the goals.

SOURCE: OMB Circular A11, Part 6

3.2 Analytical Tools

Many analytical tools exist that may be helpful in supporting the implementation of ARAC and
related administrative restructuring recommendations at NIH. This section of the Guide focuses
primarily on the two that are likely to be of greatest importance—risk assessment and gap
analysis—and makes only brief reference to four others—survey design, focus groups, statistical
analysis, and benefit/cost analysis.

Taking Risks into Account

Administrative reorganizations, such as those recommended in the ARAC Report, can be risky
SO great care must be taken to assess and minimize therisks. The risks come in the form of
adverse impacts on people, organizations, and program performance. And such risks may be
multiplied when several administrative reforms occur at the same time without being fully
integrated with each other.

Risk assessment, risk management, and risk communication are three interrelated tool s that may
be used to help meet this challenge.
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e Risk assessment isthe process of characterizing arisk as accurately as possible. The
concept of risk includes three parts. First isthe event that could cause a change—such as
reorganization, transfers of employees, reduced resources, and changesin duties. Second
isthe probability that the event will actually have negative consequences—estimating
whether and when the recommendations will actually be implemented. Third isthe
potential magnitude of the negative consequences that might occur—including estimating
how many employees will be affected, how they will be affected, how many program
missions will be involved, and how serious the consequences could be for program
performance. In short, risk assessment is the process of identifying and estimating the
magnitude of the event, its probability of causing negative consequences, and the
magnitude of the negative consequences.

¢ Risk Management isthe process of planning and taking appropriate actions to reduce (or
compensate for) the risksidentified and quantified in the risk assessment step. This effort
may include actions to reduce the number and size of events having negative
consequences and the likelihood they will occur, as well as preparations to respond
appropriately when adverse consegquences occur.

e Risk communication is now recognized as athird dimension of programs that deal with
risk, because the concepts of risk are complex and may not be easy to explain to policy-
makers and all the potentially affected parties. Thus, communicating risksin away that
keeps them in perspective has become a significant concern. The National Academy of
Sciences (Improving Risk Communication, National Academy Press, 1989) has
recommended improving risk communications by relating the messages specifically to
the intended audiences, being clear and explicit about any uncertainties that may be
involved, comparing the current risksto other familiar ones the audienceislikely to
understand, and providing complete information to avoid perceptions by affected persons
that they are being kept in the dark.

In the ARAC context, implementation of the recommendations for administrative consolidations
and staff reductions entail two main types of risk. Oneistherisk that the level of administrative
services will be reduced, potentially resulting in damaged morale and reduced performance of
the scientific missions entrusted to NIH. The other is that implementing an ARAC
recommendation may have an adverse impact on some other administrative reform that is going
on at the same time, potentially reducing its effectiveness and wasting funds and efforts already
invested in it.

Examples of both types of risk have already begun to emerge in early ARAC efforts. Thus,
taking risks into account may be a highly relevant and essential part of ARAC implementation.

Identifying and Filling Resource Gaps
Gap analysisis not a specific analytical technique as much asit is ageneral concept of

establishing the distance between a current situation and a desired future condition—or simply
the distance between any two points. Most fundamentally, the distance between the existing
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organizational structure and staffing patterns of an administrative function at NIH and the ARAC
recommended structure and staffing isa“gap” to be analyzed. It iswhat the ARAC Profile
Chart in Section 2.1 of this guide calls “degree of difficulty.” The wider this gap, the more
difficult it may be to be to bridgeit.

One of the most important gaps to be analyzed in developing an ARAC Implementation Plan is
the resources gap. The resource gap is the shortfall of staff, training, facilities, equipment,
reorganization and operational authority, working agreements among |Cs, budget authority, and
other such ingredients needed for successful implementation of an ARAC recommendation.
However, it should be noted that there may be cases where too many resources may be available,
creating a surplus (or negative gap) to be reduced.

Gap analysisis an essentia step in ARAC planning, and it relies on specific and well-known
types of analysisincluding:

e Staffing Analysis. Comparing existing (baseline) and projected staffing will show
positions that may remain unchanged, or be transferred, retrained, outsourced, or
terminated. Workforce planning, based on thisinitial analysis, will be required to make
staffing transitions efficient, smooth, and equitable. The HR and EEO offices at NIH
should be involved as early as possible in thiswork. Current baseline staffing
information is being gathered under the FAIR Act inventory, and will be used as the basis
for proposing A-76 competitions and the design of MEQOs, aswell asfor ARAC and other
administrative restructuring activities.

e Budget Analysisand Strategic Planning. After people, money isthe most important
ingredient of administrative restructuring. Although savings in the administrative budget
are the key objective of ARAC, some transfers of funds from one part of NIH to another,
and some short-term investments may be needed to meet essential training, staff
transition, facility and equipment upgrade, and other transition costs. Obvioudly, the
NIH/OD Budget Offices will be akey contact in planning to meet these funding shifts
and temporary new costs. In addition, however, the strategic planning office in the
Office of Science Policy should be consulted, as necessary, to help build a stronger
alignment between budget and performance. When special facilities, equipment, or
computer software and hardware needs are involved, links to the NIH Facilities,
Acquisition, IT, or NBS offices may be required to effectively address these costsin a
timely way. Some of these funding needs may have to be addressed through multi-year
planning—especialy if they involve major capital investments. Thus, it isimportant to
let the other offices know of your needs as soon as possible.

e Authoritiesand Agreements. Any gapsin legal authority to make specific changes or
in interagency agreements among | Cs and consolidated service centers to work together,
will need to be addressed. L evel-of-service agreements between 1Cs and service centers
should be included. Assistancein filling these types of gaps may be available from OMA
(see Section 4 of Part | of the Guide).
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Other Analytical Tools

Surveys. Some of the qualitative performance data needed to track the success of ARAC
implementation will be available only by surveying those who are affected. An example
is customer satisfaction of 1C staff using administrative services provided by a
consolidated service center. Other surveys may be needed to get inputsto ARAC
implementation planning processes, and other examples could be cited. Generaly, such
surveys attempt to capture the overall sentiments of an entire group, so random sampling
or other means of ensuring representative results may be important. NAPA may be able
to assist with surveys (see Section 4 of Part | of the Guide).

Focus Groups. In cases when a survey may be too expensive or take too long, a small
group of representatives or opinion-leaders may be brought together to explore atopic or
proposal and get feedback. Variations of this technique may be used to pre-test questions
for asurvey, get quick reactions to implementation options at an early stage, or to help
think through any number of other preliminary questions. NAPA may be able to assist
Implementation Groups with this technique (see Section 4 of Part | of the Guide).

Statistical Analysis. Thisfamily of standard analytical toolsiswidely used when large
guantities of reasonably reliable data are available over long periods of time for exploring
guantitative questions related to the reforms being pursued. Where such data are
available, reliable, and relevant, they should be analyzed. Some of the performance data
to be collected as aresult of ARAC initiatives may be candidates for such analysisat a
later time, and they should be developed with that possibility in mind. NAPA may be
able to assist with this consideration (see Section 4 of Part | of the Guide).

Benefit/Cost Analysis. Thisis one of the most demanding types of analysis performed
by government agencies, and it is not recommended for ARAC in any formal sense.
Nevertheless, the concept of balancing benefits against costs should always be kept in
mind.

3.3 Sound Metrics

The ARAC Report addresses only certain administrative services within NIH. Its purposeisto
consolidate these services as much as possible across NIH to take advantage of available
efficiencies by eliminating redundant staff positions, standardizing processes and procedures,
and using Information Technology more effectively. Thus, the recommendations being
implemented emphasi ze staff reductions in these administrative functions as an indicator of
success. The upside of these reductions is the promise that scientific staff will be maintained at
or above current levels. Thus, asecond indicator of successidentified in the ARAC report is
increased ratios of scientific to administrative personnel.

Both of these previoudly identified ARAC performance measures are indicators of intermediate
outputs—administrative services provided to mission-critical agencies.
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At the same time, a broader array of measures can provide other needed information such as
positive and negative impacts on service levels. A balanced scorecard approach to performance
measurement would provide this broader perspective and would also be consistent with the
emphasisin the President’ s Management Agenda on budget and performance integration.
Assessments by consumer relations boards, surveys, focus groups, and peer review groups may
provide important supplements to quantified performance data.

This section of the Guide, therefore, addresses staffing metrics, performance metrics, the
balanced scorecard concept, and the idea of budget and performance integration.

Saffing Metrics

Staffing benchmark measures are needed to determine appropriate staffing levels and to compare
levels and outputs with comparable organizations. Approaches that can be used in establishing
staffing benchmark measures include an immediate snapshot of the existing work situation using
output-per-FTE ratios, which can be used both for comparison purposes among similar groups
and to show historical trends. However the weakness of these aggregate measuresisthat in
generalizing across an entire work category, e.g. R & D contracts, there is no allowance for
degree of difficulty so the figure can be misleading. 1nlooking across several organizations and
noting the differencesin the ratios, the immediate question is “Why are these ratios so

different?” The answer may lie in the fact that there is a substantial difference in difficulty in the
work, the experience and training of the staffs, the desired quality of the output, the efficiency of
the process, or other factors. . Theresult isthat the ratios can only be used as broad guidelines,
and more detailed analysisis needed to get at root causes for differences among different
organizations.

During the development of the ARAC Report, NIH prepared a staffing “ benchmarks” book to
provide a baseline of staffing levels against which to measure progress toward ARAC staff-
change goals, including output-per-FTE ratios. However, the book was incomplete and not
wholly satisfactory for the reasons noted above. To correct this shortcoming, the FAIR Act
inventory of all staff at NIH is being prepared as a baseline for the A-76 competitive sourcing
initiative. When available, other efforts to establish this essential baseline will build oniit. Inthe
future, a more complete Human Resources database, built on operating data, could supply this
vital information on amore timely basis.

Performance Measures

Performance measures tell an organization how well the particular function isdoing, e.g. (1) are
requests for service being processed in atimely manner, (2) are error rates on finished work at an
acceptable level, and (3) are overhead costs in line with similar organizations.

Performance metrics are frequently used to assist managers monitor the performance of their
organization and make month-to-month if not more frequent adjustments. 1f we accept the oft-
guoted statement “What gets measured gets done!” then we should be careful to select the proper
performance measures. The SMART test isfrequently used to assess the quality of a particular
performance measure
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e Specific — The measureis clear and focused to avoid misinterpretation. The description
of the measure should include assumptions and a definition that ensures that the measure
will be accurately interpreted.

e Measurable — Quantifiable measures that can be compared to other data and can be
subjected to statistical analysis are usually preferred, but qualitative measures that
provide texture, variety and nuance often provide valuable supplemental insights and
information.

o Attainable - The measures, and the associated performance goals and targets, are
achievable, reasonable and credible, given the existing circumstances.

e Realistic — The measures it into the organization’s constraints, including resource
constraints.

e T imely — Measures that are available too |ate to inform relevant decisions are of little
use. The challenge of ensuring the timeliness of the measure increases as time frames
shorten. Fortunately, there is a concomitant increase in the availability of real-time web-
based systems to collect, monitor and analyze performance data.

This approach to performance measures is consistent with the GPRA definitionsin OMB
Circular A-11, Part 6. Those definitions are recited in Box 3 for your convenience.

BOX 3. GPRA Definitions of Sound Metrics

Performance Measures: Indicators, statistics, or metrics used to gauge program performance. Typically,
program performance measures include outcome, output, and efficiency measures, because each kind of
measure provides valuable information about program performance. Collectively, these measures convey
a comprehensive story regarding what products an services agencies provide, how well they do so, an
with what result.

Target: A quantity or otherwise measurable characteristic that conveys how well and by when a program
must accomplish a performance measure.

Outcome: The intended result, effect, or consequence that will occur from carrying out a program or
activity. With respect to programs, an outcome is an event or condition that is external to the program or
activity and is of direct importance to the intended beneficiaries and/or the public.

Output: Theleve of activity or effort that will be produced or provided over aperiod of time or by a
specified date, including a description of the characteristics (e.g., timeliness) established as standards for
the activity. With respect to programs, outputs refer to the internal activities of a program (i.e., the
products and services delivered). Outputs should support or lead to outcomes, just as annual goals should
link logically to long-term goals.

Efficiency measure: A description of the level which programs are executed or activities are
implemented to achieve results while avoiding wasted resources, effort, time, and/or money. Efficiency
can be defined ssimply as the ratio of the outcome or output to the input of any program.

Program assessment: A determination, through objective measurement and systematic analysis, of the
manner and extent to which Federal programs achieve intended objectives.

SOURCE: OMB Circular A-11, Part 6
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Consolidated administrative service centers should work with the ICs to combine service level
and cost data. NIH is not alowest-price market; it demands topnotch services to keep its
programs performing at necessary levels of excellence. Thus, the design of NIH performance
measures must combine the SMART attributes described above, and be consistent with A-11
definitions.

Developing performance metrics for administrative restructuring starts with gathering data on the
service organization’s costs. The service organizations need to reduce their costs to remain
competitive with other service centersin NIH, DHHS, other federal agencies, and the private
sector. At the sametime, they need to make sure that they are delivering increased value for the
dollarsthey are charging. Service quality isasimportant as price, especialy in the demanding
NIH market.

The development of performance measures must be consistent with the organization’s primary
goals, objectives and performance targets. Thisisno small task since the organization’s internal
and external stakeholders may hold substantially different views. One potentially valuable
starting point for NIH isthe goal (and related objectives) of achieving excellence in management
practices that is found in the NIH Annual Performance Plan and Report.

Balanced Scorecard Approach

The balanced scorecard is a conceptual framework for translating an organization’s strategic
objectivesinto a set of performance indicators distributed among four perspectives: Financial,
Customer, Internal Business Processes, and Learning and Growth. The NIH Acquisition officeis
participating in a department-wide balanced scorecard effort for acquisitions that has roots going
back to 1998. It includes several other departments, and relies on an outside contractor to collect
survey data and perform analysis of data from operating records. The Acquisition Balanced
Scorecard illustrates how survey data can be brought together with data from departmental
contract and personnel databases to develop performance and cost indicators robust enough to
support program improvement initiatives.

Regular surveys of customers, vendors, acquisition employees, and acquisition managers provide
quality-of-service, timeliness, and responsiveness data that are combined with an efficiency and
effectiveness analysis (incorporating objective data on labor costs and workloads) to provide an
overall rating of the various operating agencies within the Department, of which NIH is one.
Comparing these operating agencies over time allows identification of the ones that are
providing excellent values, and using them as the internal “benchmarks’ within the Department
against which the others can measure their progress in improving their practices. A Balanced
Scorecard User Group meets quarterly to help guide, refine, and make fullest use of this tool.

Budget and Performance Integration
Costs and service outputs to customers are the two basic measuresin thisanalysis. They are

integrated directly with each other, but only indirectly with the scientific mission (program)
outcomes that drive the ICs. As customers of the NIH Acquisition process, the ICslink
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Acquisition to their program outcomes through their satisfaction ratings. Both the grants and
facilities areas also lend themselves to receiving timely feedback from their IC customers.

The Acquisition balanced scorecard illustration may be instructive in identifying how other
administrative service consolidation recommendations could be effectively designed and
implemented by ARAC Implementation Groups, and how they could develop the types of
performance measures they will need to support their operations in a properly integrated and
customer-friendly way. This budget and performance integration effort is not the same as the
approach taken by the OMB Program Assessment Rating Tool (PART), which isused to
evaluate the agencies’ broader missions, but it is more appropriate to the administrative services
realm.

3.4 Best Practice Benchmarking and L essons L earned

Best practices benchmarking began in 1979 as a means of corporate survival in the increasingly
competitive world economy, and it has become one of the three most popular management tools
being used by large corporations today—along with strategic planning and mission/vision
statements. Best practice benchmarking helps to answer questions such as:

e Aremy organization’s current processes the best they could be?

e Are other organizations that perform similar functions being more effective or efficient?

e Have we considered alternative ways of organizing and doing business that could give us
better results?

Over 80 percent of companies responding to arecent survey of North American and European
companies now use benchmarking, and they gave it arating of 4 on a scale where 5 indicates the
highest level of user satisfaction. Benchmarking is now widely practiced in the public sector as
well.

Benchmarking has become popular because it allows organizations to learn how to improve their
own practices by comparing them to the best practices of others, including their competitorsin
many cases. Many best practice cases have been published, and more are becoming available
every year. Inaddition, strong links are being forged in many fields between individual cases
and emerging standards of good practice. Human resources, financia reporting, accountability
systems, and other administrative functions are among the fields most frequently benchmarked.
Thus, benchmarking is particularly relevant to the ARAC and related administrative reform
initiatives currently affecting NIH.

This section of the Guide:

Describes benchmarking and related “lessons learned” research

e Exploresthree key issues that may limit the use of benchmarking for ARAC purposes
Discusses NAPA'’srole in using benchmarking and lessons learned to assist ARAC
implementation efforts
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The Benchmarking and Lessons Learned Techniques

Done right, benchmarking studies often require considerable time and resources. Careful
researchers have devel oped benchmarking into a highly structured process with several formal
steps. These steps may be summarized as follows:

Carefully select the process or practice to be benchmarked. This step will define the
scope of work, and it should be carefully considered in relation to the time, talent, and
resources available to do the job. Direct relevance to a specific ARAC recommendation
or related administrative reform initiative should be identified. The more highly targeted
the benchmarking study is, the more feasible and directly useful it islikely to be.

Develop a consensus on the reason for undertaking the benchmarking study. Everyone
involved should be clear about why benchmarking is being done and the specific
guestions to be answered. This consensus should include identification of the measures
of performance, staffing, or other goals that will be used as indicators of successin the
administrative reforms being pursued.

Choose the organizations that will serve as the benchmarking partners. These
organizations may be within NIH and DHHS, or in other parts of the government, or even
outside the government. Thisisavery critical step because comparing the practices
among organizations may not be valid unless the organizations are similar enough in key
respects to be considered comparable. Other issues are also involved in making good and
affordable selections, and they will be discussed at greater length below.

Collect information on the selected practices and related data on performance. The
range of information collected must be sufficient to make valid comparisons between the
practices of the partner organizations and comparable measures of processing costs,
operating performance, customer satisfaction, and other relevant characteristics of the
function that is being benchmarked.

Analyze the information and identify opportunities for improvement. The rigor with
which benchmarking partners were selected and the extent to which the partners
processes are clearly understood will determine the degree of confidence that this
analysis can berelied on and that recommended improvements will be feasible.

Adopt and implement the best practice. The purpose of the benchmarking isto help
reduce resistance to change by showing that the proposed administrative change has been
made el sewhere with beneficial results, or that mistakes made el sewhere can be avoided
by adapting the recommended changes, based on lessons |earned from the benchmark
cases.

Since it may not always be possible to go through all these steps, shortcuts may be necessary.
Three such shortcuts are: finding benchmarking studies already conducted that are close enough
to be relevant; conducting timely “lessons learned” studies within your own agency as changes
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are occurring; and preparing quick benchmarking studies based on |ess thorough attention to the
formal steps outlined above.

NIH is aready preparing lessons learned for the Human Resources Consolidation completed last
year, the first round of A-76 competitions conducted last year and being implemented this year,
and the NBS business systems change-management process that has implemented the first two of
itsfive stages. These quick evaluations are much like the after-action reports now routinely
prepared by the Army after each engagement to learn how to adapt to the new and rapidly
changing tactics being confronted in modern warfare. Although probably not qualifying as
benchmarking in the classic sense, these quick learning techniques centered in the organization’s
own operations have some of the same elements, and they should be prepared as an inexpensive
and more-timely part of any organizational reform effort.

The Army’ s after-action approach to devel oping new knowledge has the distinct advantage of
being directly relevant to the organization, since it is on the inside and involves the people who
took part in the action being evaluated. The whole group is convened as soon as possible after
the event while everyone’' s memories are still fresh, and the group’ stask is clearly focused on
finding ways to perform the action better next time—not on recriminations. As these reports
accumulate one after the other, they can be evaluated together by others who may be able to spot
trends and gain larger insights that can be applied on alarger scale. Over time, this approach
provides a continuing, almost real-time type of program evaluation (see Section 3.9).

Key Benchmarking Issues

The three main difficulties with conducting valid benchmarking studies are: (1) making sure the
partner organizations to which comparisons are being made are sufficiently comparable; (2)
gaining access to the data and other information needed; and (3) finding the time and resources
to conduct athorough study.

e Comparability. Thisissue beginswith selection of the partner organizations. The
agencies that will most likely be seen as comparable to NIH are other units withinit. For
example, if one or more of the ICs or service units has already completed an
administrative reform similar to one being recommended, it might be used as a
benchmarking partner—because it is already operating within the NIH administrative
structure. Similarly, another agency within DHHS—such as FDA or CDC, which have
some research functions similar to those at NIH—might be a partner for comparison—
sinceit is already operating within the same Department. Other federal agencies outside
DHHS might also be comparable if carefully chosen for having similar research missions.
Outside the government, research hospitals, non-profit research organizations, and
pharmaceutical companies may be logical choices. The problem in selecting comparable
partners, however, isthat it may take afair amount of research time and money just to
develop the basis for selection. Therewill be apractical limit to how much of this can be
done within the short ARAC timeframe.

e Access. The selected benchmarking partners will have to be willing to provide the data
and other information needed to devel op the desired comparisons. Some candidates may
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already be participating in industry-wide benchmarking efforts, and will not need to be
contacted directly. However, if they are not, they may have to assess whether they have
the time to participate and whether they have any proprietary problems with sharing the
requested information. Private companies are more likely to have proprietary problems
because of their competitive positions in the marketplace.

e Timeand Resources. Individual benchmarking studies may take a considerable
investment of time and resources to complete. Limited studies may get by with afew
phone calls, visits to websites, and collection of available reports and data by mail. More
thorough studies, however, may require site visits and in-depth research.

NAPA's Role in Benchmarking and Lessons Learned

NAPA has performed five previous benchmarking studies for NIH in the Human Resources
field, plus another small one for the ARAC Implementation Group responsible for IT. NAPA
also will be conducting limited external and internal benchmarking for the ARAC Acquisitions
Implementation Group in the field of R& D contracting. Within the limits of its current NIH
contract for ARAC assistance, NAPA is prepared to perform additional benchmarking studies.
See Section 4 of Part | of the Guide for NAPA contact information.

NAPA will aso be gathering the lessons learned from NIH administrative reform efforts and
providing the results to the ARAC Implementation Groups.

3.5 Project Management

Project management consists of guiding a project from inception through completion, using tools
for planning and control. Planning involves outlining the desired results, establishing schedules,
estimating the resources required, and defining the roles and responsibilities for those involved.
Once the project is underway, monitoring, getting feedback, and reacting flexibly to any
problems are necessary forms of control for keeping the project on track and fulfilling its goals.
Communication is crucia to both planning and control.

Effective project management efficiently reall ocates resources and budgets in order to meet
deadlines. It also helps control unanticipated deviations—but plans are never infallible, soit is
important to be able to anticipate and react to needed changes along the way without losing
momentum. Clearly defining team members' roles and responsibilities can help play to their
strengths and make maximum performance achievable, whether the project proceeds according
to plan or requires flexible responses.

Microsoft Project Software
Microsoft Project is an example of one of the software programs currently available that can
facilitate effective planning, tracking, and communication of project information, and help keep

the project on schedule. It allows tasks to be scheduled, the relationships between tasks to be
documented and factored into the timeline, resources to be budgeted, and the project’s plan and
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progress to be monitored through various visual formats. However, effective use of this software
relies on the ability of the project team to prepare fairly precise plans and exercise a considerable
amount of control over major factors during the implementation process. When these conditions
are met, this software provides several useful tools. Where such control is not available, simpler
bar-chart schedules may make more sense.

Tools. Microsoft’s Project software offers a variety of tools that can be used for various project
tasks. The Gantt Chart view consists of atime-scaled bar chart that graphically represents the
tasksin the project in terms of start and finish dates, duration, status, and relationships between
tasks. Task datais simple to input and can be edited as resources are added, tasks are compl eted,
and so on. Saving baseline data enables Microsoft Project to track progress by comparing
current status to afixed point in time.

The Detail Gantt view shows any slack associated with atask—that is, the amount of time atask
can be delayed before it delays another task or the completion of the project. In doing so, it aso
identifies the critical path: the sequence of tasks that will negatively affect the finish date if any
of the tasks are delayed. Identification of these tasksis crucial to on-time project management as
aguide for allocating resources and effort.

Microsoft Project will aso perform PERT (Program Evaluation and Review Technique) analysis
to estimate task durations, utilizing optimistic, pessimistic, and most likely durations.

Resource allocation (e.g., personnel workload) can be tracked and adjusted in the Resource
Usage view and report.

It is useful when dealing with several projects at once, such as the restructuring of the various
administrative functions at NIH, to be able to consolidate project information. Microsoft Project
allows multiple projects to be combined into a single consolidated project file temporarily or
permanently. The different project tasks and timelines can thus be viewed simultaneously, and
reports can be generated with data from the collective projects. It isalso possibleto link tasks
between projects. For example, atask in one project, such as development of a software
package, may need to be completed before atask in another project can begin. Thistool will be
particularly useful in addressing the cross-cutting issues between the different administrative
functions.

Communications. It isimportant to share progress reports and other project information with
team members and others with a stake in the project. There are several possibilities for sharing
information using Microsoft Project. 1n addition to simply printing out the myriad available
views and reports, which can quickly become out of date, project information can be published
online (on the NIH intranet), allowing managers to easily share the most current details with
online viewers. Project information can also be transferred into other Microsoft Office
programs, such as Powerpoint, for use in presentations.
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To make best use of this software, the following process is recommended:

Planning Requirements

Thefirst step in project planning is defining the project objectives, which should be specific,
measurable, realistic, and time-sensitive. While considering these objectives, it isimportant to
evaluate whether the expected benefits are worth the cost and whether the project istechnically
feasible. If both of these conditions are met, the next step is to develop a Project Plan, which
should include:

e Anoverview of the reasons for the project, including the needs to be satisfied and their
priorities.

e A detailed description of results to be achieved, performance targets, and measurements
for success.

e Anoutline of al the work to be performed, divided into tasks and subtasks with enough
detail that the lowest level activities do not take longer than two weeks to accomplish and
are clear enough to be delegated.

e Rolesand responsibilities of all team members, sufficiently detailed to establish
accountability mechanisms and lines of authority, and to give team members confidence
that the work will be compl eted.

e A detailed project schedule outlining the duration of each task and subtask, down to
lowest level activities, aswell as their sequence and any dependent rel ationships between
them (i.e. beforey can start, x must be completed). This schedule should also document
important milestones and identify the critical path.

e Budgets for personnel, funds, and facilities, including estimates of the human and other
resources needed, in what quantity, for how long.

e The explicit assumptions being made about critical issues affecting project performance,
such as available funds or necessary authorizations—to avoid hidden tasks and potential
problems that may arise as the project progresses.

e |dentification of risks such as potential bottlenecks and information deficiencies, evaluate
their potential impacts, and establish strategies for managing and reducing risks. Such
strategies will consider both the probability of risks and their potential magnitude.

Project Plans address many barriers to productive work, such as (a) vague roles or objectives, b)
the probability of risks that could interfere with project implementation, (c) inadvertent exclusion
of key stakeholders, (d) poor or incomplete schedules and budgets, (€) lack of communication or
accountability, (f) weak leadership, or (g) alack of commitment. Project management will have
to consider and reassess these factors throughout the course of the project; with thisinformation,
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managers can minimize the effects of these factors by devel oping contingency plans. Planning
also provides opportunities to engage those pushing for, implementing, and receiving the
changes by seeking their input and getting their buy-in.

Short-term project plans can establish an effective general framework for proceeding, but longer-
term projects present their own challenges. They often require a planning process that must be
more carefully thought out, but left more flexible than short-term plans. Activitiesto be
completed a year or more in the future present more opportunities for losing touch with original
goals; loose articulation of those goals may cause the project to founder due to unclear
objectives, while changes in objectives will require appropriate organizational responses as
events unfold. For a project with the size and complexity of the ARAC restructuring, a separate
Project Plan will be needed for each of the eight functional areas. When developing a Work
Breakdown Structure (WBS—the list of tasks broken down to lowest level activities even for a
short-term project), plan in detail for the first three months and break down future tasks into one
to two month segments. Asthe project progresses, refine the less-detailed tasks and modify
them as necessary.

Network diagrams, such as PERT charts, are important tools in scheduling. They require step-
by-step thinking and thus help to reveal hidden tasks, demonstrate rel ationships between
activities, and foster discussion about appropriate sequencing. They will also help to separate the
critical path from other sequences having slack time.

Oncethelist of activities has been compiled, team members can refine their assignments. Itis
important that these assignments be clear in order to establish known expectations; putting staff
assignments in writing may help. Communication will help to ensure alocation according to
skills and interests, illuminate potential problems or gaps in responsibilities, and win staff buy-in.

Person Loading Charts are useful tools in assessing staff commitments and highlighting
reallocations needed to avoid over-commitments. The WBSisaso useful in assigning
resources.

Controlling the Process

In order to begin work, the Project Plan must win formal approval by the appropriate authority.
Asthe project progresses, regular meetings will be needed to publicize it among relevant
stakeholders maintain clarity on the goals, and focus individuals on their assigned roles.

The software’ s tracking systems provide effective means of ensuring that the project team(s)
stays on point. At certain milestones, reviews should reconfirm the project plan, make necessary
corrections to keep the plan relevant and attainable, and prevent any unjustified tendency for the
scope to expand.

3.6 Change-Management Strategies
Many ARAC recommendations approved for implementation (as well as other administrative

restructuring initiatives) will cause significant changes in the organizations where NIH
employees are working, the business processes they are using, the hardware and software
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packages they are using, and the duties they perform. When that is the case, the Implementation
Plan should include a * change-management” section to help affected employees (and their
customers, when appropriate) adjust effectively, efficiently, and willingly, to their changed work
environment.

Successful changes of this magnitude do not happen by accident. Y ears of research shows that
for organizations to successfully implement change, managers must think not only about what
changes to make, but about how and when the changes should occur, and they must involve the
stakeholders in those decisions. The change-management strategies included in the
Implementation Group’ s Implementation Plan should be designed to take care of the human side
of the administrative changes as much as possible, so that the change being made will be
productive rather than counter-productive.

Effectively implementing the diverse changes planned in each of the eight ARAC administrative
functions will require customized change-management plans to minimize adverse consequences,
and facilitate acceptance and use, of the changed structures and processes. The change
management component of each group’s Implementation Plan will be a critical part of its
success. The basic content of a successful change-management program includes three broad
topics:

e Determining the precise scope and focus of the change

e Determining the specific activities to be undertaken as part of a change-management
initiative

e Establishing a program of change-management assistance that can be provided to
Implementation Group and affected employees

e Providing for performance monitoring, feedback, and mid-course corrections

This section of the Guide describes the content of the required change-management plan. It
provides an introduction to and overview of change-management options for the design of the
individual Implementation Group’ s change-management approach, as well asinformation on
how the groups can get help in developing and pursuing different options.

The material presented here reflects lessons learned by the NIH/consultant change-management
team that has been facilitating the success of NBS business-process reforms at NIH since 2001.
Their general approach is also applicable to ARAC and A-76 reforms. See Box 4 for a brief
description of the NBS change-management process.

Determining the Precise Scope and Focus of the Change

The nature of the changes encompassed in the eight administrative functions of ARAC is

diverse. They include centralization of functions, staff reductions, speeded-up production of data
and reports, reassignment of user groups (customers) to different service providers, consolidation
of staffs, establishment of new reporting relationships and lines of authority, implementation of
new electronic tools and processes, establishment of new advisory groups, and more.

Fortunately none of the eight administrative areas are likely to encounter all of these changes.
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However, the lack of a common set of changes precludes a common change-management
approach for the eight areas. Customized change management plans will be needed.

BOX 4. Change Management at NIH

The importance of managing change has been recognized at NIH in the work done to replaceits
Administrative Data Base (ADB) with new technology. The ADB is an integrated information
technology system that grew up one piece at atime over several decades to serve most of the
administrative activities of NIH including financial management, procurement, inventory, travel, property
and service and supply fund activities. Implementing a replacement—the National Institutes of Health
Business System (NBS)—had to be done in away that did not interfere with the agency mission, and
would ultimately enhance the mission.

Three mgjor interrelated plans were developed to guide this transition. The first two plans were typical of
major I T conversions and addressed technical aspects (hardware and software) and the functional aspects
(business processes). Unlike many other conversions, however, NIH also developed a change
management plan that included:

e Communication
e Specific functiona plans (scientific community, executive officer group, administrative
employees, etc.)

e Training
o Workforce transition (job content—new business processes)
e Evaluation

Although the evaluation is only partially complete, evidence indicates that the change-management
activities have played an important role in making the transition to NBS successful. For example, over
2,500 NIH employees have received training in avariety of areas ranging from the characteristics of new
systems and processes to “work transition” training for employees whose job content or actual jobs are
changing. The number of employeestrained islikely to riseto 5,000 asthe IT conversions continue, and
more members of the NIH scientific workforce are affected.

Three fundamental changes that give rise to the design of successful change-management
initiatives are:

e Electronic systems—in some recent NIH experience (e.g. the NBS), the electronic
systems component of the change has impacted all other aspects of change. This may
also be the case in one or more of the eight ARAC areas. Determining the extent to
which implementation of new electronic systems has already taken place will be an
important step.

e Business systems—the impact of new business systems and the extent to which change
has already taken place will have an important impact on the design of the change-
management initiative.

e Physical changes—relocation to different office space, altered access to office equipment,
and changes in who employees are working with, are all powerful changes that can
impact the morale and productivity of employees. An accurate assessment of the extent
of past and pending physical changes will be critical to developing a change management
initiative.
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The following types of questions need to be addressed by the Implementation Group in order to
determine the scope of the change-management program, and the resources needed to carry it
out.

e What will be changing? For example, will changes occur in organizational or individual
functions, business processes, I T systems, or organizational structure?
What is the probability the change will occur on a particular time schedule?

e What isthe potential impact of parallel planning activities underway regarding the
change? For example, will the NBS, A-76, other ARAC, or departmental consolidation
efforts affect the planned changes?

e Who isimpacted by the change? For example, will employees, customers, suppliers or
grantees be affected?

e What isthe magnitude of the change? How many employees, customers, or others, will
be affected? How extensive isthe organizationa change?

e What isthe nature of the impact? Does it significantly change the culture of the
organization? Doesit change job content, skills needed, or size of workforce?

From the earliest possible stage of restructuring, it isimportant to assign responsibility to one or
more people to identify and work with those who are designing the changes. This strategy will
allow some potentially adverse impacts to be avoided, and will provide an early start toward
accommodating or compensating for others.

Box 5 outlines the instructions that have been issued—July 29, 2004, by the Deputy Director for
Management—for identifying al the NIH employees and contractors (including vacancies)
assigned to the administrative activities, tasks, and sub-tasks in the ICs and central services units
of NIH that are proposed to be restructured. These employees, contractors, and vacancies are to
be expressed/reported as FTEs. Thus, the purpose of this effort isto identify “FTEsin scope” of
being affected by a specific administrative restructuring effort. Tables 3.1-3.4 in the Appendix
illustrate how the required information can be clearly displayed and submitted to the
Implementation Group responsible for the specific restructuring project.

Determining the Specific Activities to Be Undertaken as Part of the Change Management
Initiative

The changesin the eight ARAC areas may not impact only the employees in the impacted
organizations, but also those who receive services from the affected organizations.
Conseguently, an effective change-management plan islikely to require:

e Workforce planning

e Traning of employees and customers

e Effective two-way communications with affected parties to keep them informed, identify
their needs, and monitor the extent to which their needs are being met

e Processes for helping employees and other affected parties to adjust to the changed
administrative programs (See Box 5 for more information about this.)

e Monitoring, feedback, and evaluation of changes as they occur, and needed mid-course
corrections
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BOX 5. Summary* of Instructions for Identifying FTEs Within the
Scope of Administrative Restructuring Initiatives

e Thedesignated leader of an Administrative Restructuring Initiative (ARI) will define the positions
and duties that fall within the scope of the specific initiative—in consultation with a representative
implementation group, and with approval of the appropriate NIH Steering Committee Work Group.

e Theleader will use the current FAIR Act Inventory and IC staffing lists to build an initial list of
positions performing the defined duties.

e ThelC executive officers (EOs) will modify, validate, certify, and submit corrected lists of positions
and FTEs devoted to actually performing the defined functions—including vacancies and contractors.
Submissions will be accepted only from EOs.

e The FTEs submitted will be frozen while the restructuring isin process, and the list of employees
reported “in scope” will be the pool of employees from which the restructured organization will be
staffed.

e TheDDM, in consultation with the ARI leader, will determine the need for timing of a freeze on new
hires and promotions into in-scope positions. DDM will issue instructions and rules governing any
such freeze.

e When the restructuring is complete, all work at NIH within its scope will be conducted in the
restructured organization. No shadow organizations will be allowed in the ICs.

e L etters notifying employees that they are within the scope of the restructuring will be processed
through the EOs.

" For compliance purposes, please use the complete version of these instructions distributed by Colleen Barros July
29, 2004 (email with attachments).

The change-management program should be designed to ensure complimentary timing of the
physical changes and efforts to offset the human impacts.

By defining the specific changes that are occurring, the change-management effort for each
Implementation Group will help ensure that the group has identified all of the on-going
interrelated activities, and taken steps to ensure a clearly formulated plan for coordinating the
activities. The change management plan will also track the timing of the other activities as they
relate to the group’ s efforts to assure support is available when needed. NBS found that this was
acritical aspect of change management. They developed flow charts and used other project
management techniques to identify critical intersections of the efforts (including the availability
of training in relation to availability of software packages) to ensure effective phase-in of
implementation.

Establishing a Change-Management Program

The array of assistance that may need to be provided to people who must adjust to the
administrative restructuring initiatives includes:

e Direct two-way communication about the changes with affected persons

e Psychological adjustment opportunities
e Training to perform new duties
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e Relocation services
e Servicesto meet other needs

Specific provisions for meeting these needs should be included in the Implementation Plan to the
extent possible, as the needs are identified. The Change Management Plan, 2 July 2001,
prepared by KPMG for NBS, provides an informative example, although it is more extensive
than generally would be contemplated for ARAC. It focuses on two tracks: (1) creating
readiness for change before the actual change occurs, and (2) follow-up after the change is
deployed to make sure the new arrangement is performing properly. Box 6 summarizes some of
the research foundation supporting this approach to change management.

Transition Services for Employees

The NIH Transition Center is a comprehensive program established to assist NIH employees that
are impacted by Administration or Departmental initiatives transition to a new position. Those
may be in the restructured NIH organization, a different career field at NIH, or in another DHHS
division or Federal agency. Two levels of services are available for impacted employees. basic
servicesfor potentially affected employees, and intensive services for affected employees.

Servicesfor Potentially Affected Employees. Potentially affected employees are those who are:
a) in positions within scope of a competitive sourcing study or are in positions that are part of an
Administration or Department-initiative such as consolidation, delayering, etc.; and, b) still
performing their existing job duties because the restructured organization has not completed its
staffing process or, in the case of a contractor winning a competitive sourcing study, the
contractor has not yet assumed the duties. Thefirst priority of the NIH isto staff the restructured
organization, so the orientation of thislevel of servicesistoward assisting these employees
obtain a position within the restructured organization. Employees are considered potentially
affected at the point the study/restructuring activity is officially announced. The following basic
services are available:

e Workshops on creating resumes, interviewing, and stress management
Assistance and equipment to create aresume

e Individual coaching sessionsfor resume reviews and interviewing practice with optional
videotaping

o Sdlf-help resources, such as videos and books, on arange of topics
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BOX 6. The Psychological Component of Administrative Change

William Bridges (author of Transitions and Managing Transitions) has shown that it is not the actual change that
doesinindividuals and organizations, as much as the transitions from one state to another. An ending (giving up the
old way) precedes every beginning (doing things a new way), and endings must be recognized. They create losses
that need to be openly marked with appropriate activities of respect and an opportunity for individuals to take a piece
of the past with them.

Bridges concludes, “ The single biggest reason organizationa changes fail is because no one thought about endings
or planned to manage their impact on people. Naturally concerned about the future, planners and implementers
usually forget that their people have to let go of the present first. Thefirst task of transition management isto
convince people to leave home” and travel to anew, uncertain place that is only described as aplan, vision, or hoped
for end-state.

Noted cancer physician Dr. Elizabeth Kubler-Ross has described a predictable four-stage cycle of grief that applies
in many types of change, particularly the loss of aloved-one. Theinitial stageisdenia (“perhaps this won’t happen
after al”). Thisstageisfollowed by anger (“why isthis happening to me?’). Thethird stageis bargaining (“if this
doesn’t happen, we promise to do better in the future”), followed by a fourth stage of acceptance and getting on with
whatever needs to be done.

These insights about individual loss informed research that has identified four parallel stagesin organizational
change. Anyone helping an organization work through a change must be able to determine where the organization is
with regard to these four stages. Some of the typical behaviors that can be observed in each stage are:

e Denial. People may withdraw, practice business as usual, and focus on the past.

e Resistance. People may express anger, blame, anxiety, or may “retire on the job.” They may say to
themselves: “ This organization doesn’t care about me so | don’t care about it.”

e Exploration. People may expend lots of energy and activity without much focus, perhaps creating over-
preparation, confusion, and chaos. Too many options may be considered—"Let’ s try this and this and what
about this...”

e Commitment. People who are committed to the new state will be working together. There will be
cooperation and an improved focus shared by most.

Nancy Barger and Linda Kirby have looked at change in organizations with respect to personality preferences. They
found that extraverts view organizational change as the loss of personal relationships, while introverts are more
likely to experience loss of territory dueto changing offices. Similarly, “thinking types’ who value competency and
expertise, and hate making mistakes of logic, are likely to point out illogical and poorly considered changes and
doubt the leadership that proposed them. Barger and Kirby have developed a four-day training program for
managers and executives to help them respond to these personality preferences.

Efforts to move directly from denial to commitment often fail. Therefore, working through the intermediate stagesis
important. Specific interventions appropriate for each stage include:

e During Denial. Provide specific information that demonstrates that the change will happen. Explain what
to expect and describe what they can do to adjust to the change. Give them time to think things over and let
the change “sink in.” Conduct a series of planning sessions.

e During Resistance. Listen, acknowledge feelings, find out what losses individuals are experiencing so that
you can respond effectively.

e During Exploration. Focuson short-term activities and goals so that there are early successes. Conduct
brainstorming, visioning and planning sessions to help clarify the future.

e During Commitment. Set longer-term goals and concentrate on team building. Recognize and reward
those responding positively to the change.

The NIH NBS change-management team has recognized the importance of communication in addressing these
psychological aspects of change. For more information about communications strategies, see Section 3.7.
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Services for Affected Employees. Intensive services are designed to support the needs of
affected employees, that is, those who lose job duties as aresult of an eligible initiative. Oncea
restructured organization has completed its staffing process, an employee not receiving a
position is considered affected. An affected employeeiseligible for amuch more extensive,
second tier of servicesto help him/her get anew job. Such employee remains affected until
he/she gets a new position, resigns, retires, or receives areasonable job offer. The orientation for
these services is placement into anew job, either at NIH, DHHS, or another Federal agency. The
following services are included:

e Workshops on numerous topics such as how to apply for jobs, writing KSAs, networking,
and negotiating

e Individua Transition Plan (ITP) development that incorporates identified training needs
and persona development goals and objectives

e Individual sessionswith acounselor for career coaching, job search strategy, referrals,

resume review, hard and soft skills assessments, and interview practice

Self-help resources, such as videos and books, on arange of topics

Equipment such as computers, copiers, and fax machines

Accesstojob fairs

Skills training to meet the requirements of a new position

Discussion groups and lunchtime seminars from various experts in career development

Temporary office space to relocate affected employees if necessary

Services for Managers of Potentially Affected and Affected Employees. In addition, alimited
number of services are available for managers/supervisors of impacted employees to help them
support their employees during periods of change and minimize conflict and work disruption.
These include:

e Workshop: Guiding Change and Transition: From the Leader’ s Perspective
e Fact sheet on guiding change and transition
e Informational consultations on an individual basis by phone or in person

How Employees Can Help Themsdlves.

e Keep up with the latest A-76 activities at http://a-76.nih.gov/ so they will know what
studies are being conducted/planned. Transition information related to employee
concerns can be found at http://osmp.od.nih.gov.

e Update their resumes.

e Scan the potential NIH job market occasionally through CareerHere or QuickHire at
http://www.jobs.nih.gov/current.htm.

e Browse through USA Jobs (http://www.usgjobs.opm.gov) for jobs outside NIH that.

e Maintain their job performance at the fully successful level to ensure they are in the best
possible “eligibility” position for placement opportunities.

Employees should request services at least two weeks in advance to ensure Transition Center
staff availability and adequate time for an IC to consider options. The NIH Transition Center
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can be contacted by phone at (301) 496-1050 or by e-mail nihtransitioncenter@mail.nih.gov.
The website address is http://osmp.od.nih.gov.

OMA and NAPA may be able to assist in finding resources to support needed change-
management activities. (See Section 4 of Part 1.)

Clarifying Accountability and Working Relationships that May Change because of
Administrative Restructuring

When an administrative activity or function is consolidated, people, positions, and budgets are
not the only things that are moved. Accountability responsibilities—including reporting
channels and decision-making authorities—may also be transferred. If changesto the
accountability structure are not made clear, confusion about reporting channels and decision-
making authority is likely to hinder the success of the consolidation. Thus, it is as important to
clarify and harmonize the transfer of accountability and working relationships asit isto
appropriately account for the transfer of people and funding.

It is also important to remember that many consolidations do not completely transfer an activity
or function. Sometimes a portion of the consolidated activity (and its associated people,
positions, and budget) will remain in the original organizational location where it will retain its
existing reporting responsibilities and administrative accountability structure. However, the
transferred employees will “report” to and be accountable to new bosses—even though they may
be performing exactly the same duties for the benefit of exactly the same client as before.
Therefore, both transferred and non-transferred employees may need to establish new
relationships for sharing information and working together across organizational lines.

When administrative services are consolidated into a service center(s), the restructured or
consolidated service unit will provide services to a number of operating units (customers of the
service units). In order to ensure the smooth transition and orderly on-going operation of the
administrative functions, the operating units need to clearly understand what services will be
consolidated into the service unit, and what services will be retained by the operating unit. This
clear delineation of responsibilities allows an appropriate accountability system to be established.

In addition to clarifying accountability for individual employees, the service center should be
made accountable to its customers in accordance with negotiated “ service-level agreements”
(SLAYS) for the work that the center isintended to perform. Thisoverall (unit level)
accountability can be exercised through the Customer Advisory Board (CAB) or other
organization that negotiated the SLAs with the service unit. Such accountability is possible,
however, only if adequate information is reported to the CAB or other organization.

Consolidation situations raise the following questions:
e Employeesremaining in theoriginal work unit—What, if any, responsibilities do
these employees retain related to the consolidated activities or functions? Their original

reporting lines will continue, but what information sharing and working relationships will
they need to establish with the consolidated service unit?
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e Employeestransferred to the new work unit—These employees will be working for
and “reporting to” new bosses, even though they may continue to serve the same
clients—and may even remain in their same physical location. What information sharing
and working relationships will they need to establish with the operating units (customers)
they are serving?

Each ARAC Implementation Group should provide clear answers to these questions and have the
answers authoritatively established by the NIH governance structure. (See Section 2.3 for
information about getting such decisions made.) An example of how the EEO Implementation
Group handled thisissueis provided in Table 3.4 in the Part 11 Appendix.

3.7 Communications Strategies

Research convincingly shows that effective communication during change is extremely helpful
in ensuring that employees and other stakeholders understand the process, feel part of it, and are
ableto influenceit. Thisapproach frequently results in employees who support instead of resist
the change. Good communication also facilitates development of better solutions by recognizing
and using the related knowledge of all stakeholders.

To be effective, communications must be on-going at many levelsto clearly and consistently
transmit the overall ARAC vision and goals throughout NIH in the context of its scientific
mission. A variety of NIH mediawill need to be used to adequately reach the diverse audiences
that will be affected at NIH—including the functional stakeholdersin all eight of the ARAC
reform areas. NIH communications media should have access to and be able to advise each
Implementation Group as they endeavor to craft effective messages and get them out in atimely

way.

Communication during change serves many purposes. Ultimately, its goal isto ensure agency-
wide support for the changes. At the most basic level, the purpose is to inform all stakeholders
of the reason for the change; the vision, goals, and specifics of implementation design, as well as
any modifications made as time goes by; and the progress being made. Other important purposes
include:

¢ Involving employees and other stakeholdersin articulating the vision, goals, performance
measures, and design of the changes; making them a part of the process, ensuring they
are listened to, and ensuring they know what is“done” with their input.

e Monitoring the impact of on-going change on employees’ ability to carry out their day-
to-day mission.

e Providing for regular feedback from affected employees and others.

Section 3.6 discusses the four stages that organizations go through when undergoing change.
Box 7 describes the appropriate communication approach to move the organization from each
stage to the next and ultimately to successful implementation of the changes. Trainingis
available for managers who are responsible for such communications, as explained in Section
3.6.
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Research hasidentified many principles that underlie effective communication, including:

Be accurate, honest, and open about the extent to which visions, goals, and proposed
changes can be modified or are “mandated,” as well as about the development and use of
performance measures.

Provide sufficient detail to avoid raising anxieties unnecessarily.

Use the most cost-effective means to reach different stakeholders; diverse mediawill be
needed to reach different audiences.

In most cases, some face-to-face communication will be needed. Thisisthe only way to
ensure that communication is two-way, with management not only communicating
“downward,” but also hearing what employees have to say.

Allow feelings to be expressed and dealt with openly.

BOX 7. Potential Roles of Communication During the Stages of Change

During Denial: Moving individuals beyond the denial stage requires facts that prove
that the change will happen. Listening to employeesis necessary to determine whether
they have moved on.

During Resistance: At this stage, listening comes first because different individuals
experience different losses during change, and understanding their lossesis key to
addressing them and moving on.

During Exploration: Developing options, building a consensus around a vision and
goals, and exploring what might be, all require open two-way communication.

During Commitment: Setting longer-term goals and assuring that members of the
team continue in the committed mode (recycling to previous stages is common) requires
continuous two-way communication.

Face-to-face communication can be augmented (but not replaced) by just-in-time or on-demand
information. Some organizations have used a*“change information room” to display all the
material relating to the change including schedules, goals, frequently asked questions, and more.
The door to the change information room is always open, and frequently thereis an informed
person on duty to answer questions. Virtual change information rooms in the form of websites
serve many of the same purposes, and offer some advantages:

Employees can access the information anonymously.

The questions employees ask can be used to determine what is on their minds and what
additional information needs to be provided.

Employees in remote locations (and even different time zones) have equal accessto the
information.

The single most important dimension of communication during organizational changeisthat it
must be two-way. Organizational change can be like a parade with different units in the parade
marching along a parade route that includes several turns. Although top management may bein
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the lead, and turning cornersfirst, other units are turning the corners at different times. Two-way
communication is critical if the parade units are to successfully navigate the same route.

Agency-wide Communication Strategy

Thisguide is akey element of the ARAC communications plan. It provides the essential
messages about the program’ s intent, assignment of responsibility, process requirements,
methodol ogies, and resources to get the job done. Another key component is a new
Administrative Restructuring Website established by OMA to provide:

e Basic ARAC documents (including the 2003 ARAC Report and this guide)

e Linksto other non-ARAC administrative websites (such as NBS and A-76)—to help
integrate related efforts with them

e Linkstoindividual ARAC function websites—to assist each in learning good practices
from the others

e Provisions for feedback

Figure 1 illustrates what this network of continually updated websites is expected to ook like
when compl eted.

The OMA website is expected to include current information on policy updates, key contacts,
and events; a help desk; issues log; frequently asked questions (FAQ) section; and a dialogue
room. Theindividual ARAC function websites will contain the Implementation Group’s ARAC
Implementation Plan and other current information. These websites are intended to be simple,
inexpensive add-ons to existing NIH websites. Box 8 shows the current ARAC home page of
NIH’s EEO Implementation Group to illustrate what these websites might look like.

Other important elements of the agency-wide ARAC Communications Plan will include:

o Timely e-mail broadcasts (listserve announcements and brief articles); both targeted and
broad-scale

e Anemail newsletter

e Regular articlesin existing NIH newsletters (featuring current news and features on
ARAC and related events)

e Meetings and other regular and special events (including briefings, town halls, retreats,
demonstrations, and video-casts)

e Provisions for feedback

These elements of the plan, aswell as the websites, will be scheduled and publicized frequently
to help maintain momentum and progress toward the achievement of ARAC goals. However,
care should be taken to monitor and control costs; some activities (such as town halls, retreats,
demonstrations, and video-casts) may be expensive and should be used sparingly. Theless
expensive media should be used to a greater extent.
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FIGURE 1. General Configuration of NIH’s Change Management Website Networ k
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BOX 8. Sample Function Website

LS DEFARTMENT OF HEALTH AND HUMAN SE

ﬁ% National Institutes of He
f Office of Equal Opportunity & Diversity Management
£ \ Consolidation Information Center

arganization Chart

Functional Statements
Welcome to the Office of Equal Opportunity & Diversity
Timeline Management Consolidation Information Center

FAQ's This Web site is intended to provide the NIH community with the most recent
information concerning the restructuring of equal opportunity and diversity

Retreat Information management functionality within NIH.

Contact Information

Haome | Organization Chart | Functional Statemets | Timeline | FAQ's | Retreat | Contact Us

I mplementation Group Communication Plans

Asit moves forward, each Implementation Group needs to put in place acommunication plan to
involve affected employees and other stakeholdersin the change process. These plans should
follow the principles described earlier and be linked to the central ARAC website. The extent
and formality of this plan, and the process used to develop it, will depend on the Group’s
assessment of complexity and importance of communication.

The NBS team has found that following a specific, well-thought-out communications plan is
especially valuable in designing and implementing itsinitiatives. Box 9 highlights some
important aspects of the NBS experience that could benefit ARAC groups.

The key steps and components of the Implementation Group communication plans are
summarized below.

e Determine who the group needs to communicate with. To do this the team needs to ook
at the big picture. Asthe group uses a systems approach to assess the goals and design
the changes they will be identifying all those affected by the changes. These stakeholders
should be included in the communications plan.

e Assess how each stakeholder isimpacted and what their perspective and questions might
be. Include management above the group, as well as directly affected stakeholders and
the members of other related groups.
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e Determine which kind of communication strategy is likely to be most useful with specific
stakeholders. Some stakeholders may need to be frequently involved, through two-way
meetings; others may need only periodic status updates with infrequent face-to-face
meetings. To the extent possible, the teams should use existing mechanisms, such as
newsletters, websites, periodic meetings of organizations, and special events. Develop
new ones only if demonstrably needed. The purpose of ARAC isto save money, not to
spend more than is essential to get the needed reforms done well.

e Assessthe group’s ability to carry out communication efforts and determine if outside
help—on a one-time or on-going basis—is necessary. If necessary, work with
OMA/NAPA to obtain the needed expertise and resources. (See Section 4 of Part 1.)

e Develop awritten communication plan. The plan must:

o ldentify the key tasks (such as setting up a website, providing information to
existing newsletters, holding meetings, and creating essential special events) and
key targets and expectations for each (such as give information to entire
organization, ask questions of functional experts, and respond to stakehol der
input)

o Establish the frequency of each task (weekly, monthly, as needed, etc.)

o Assign responsibilities for each task

o Ensure those responsible have sufficient time and resources, and that management
has authorized those resources

e Establish a mechanism to ensure that steps in the communication plan are carried out.

o Establish key expectations and outcome measures to help determine if the
communications are successful or need to be revamped as implementation goes forward.

Figure 2 shows the desired connections between NIH leaders (who initiate and receive reactions
to many ARAC messages) the various communications media that may be used to transmit these
messages, and provisions for feedback.

BOX 9. Communicating Change at NIH

The NBS change-management team has recognized the importance of communication. It
established a website, announced its availability to employees though email and at meetings,
and ismonitoring its use. Feedback so far indicates the website has been very effective.

Other lessons |earned to date include;

e Message continuity isimportant. Thisistrue both over time (if the story changes too
many times employees won't believe any messages) and across the organization (if
the tech folks give one message and the change-management folks give a different
message, the employees won't know who to believe).

¢ Announcements without details create more anxiety than comfort. It is not enough
to say achangeis coming. Employees must be given enough information so that
they can decide what they need to do (if anything).

This NIH experience paralels nearly every book and expert on managing change, confirming
that it isimpossible to over-communicate during organizational change.
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Interpersonal Communication

Interpersonal communication is the foundation of teamwork. Facilitating effective collaboration,
especially in an arenain which organizations and people are facing changes—especialy
reductions in their authorities and responsibilities—requires significant interpersonal skills.
Effective communication within the Implementation Group must overcome significant barriers
such as “protectionist” points of view, defensive attitudes, and fear of reprisal for honest
criticism of the status quo. Information on meeting facilitation in Section 3.8 may help
overcome these barriers. If barriers are substantial, the team leader may want to obtain outside
help to ensure or improve open discussion. That help could come from a variety of sources,
including OMA, NAPA, or outside consultants, and take on avariety of forms, such astraining
for team leaders and/or members, or actual facilitation of al or some meetings.

[llustrative Messages

Box 10 contains some illustrative ARAC messages that might be directed at some of the primary
audiences involved in the ARAC implementation process. The audiencesinclude policy leaders
and managers, affected employees and program clients, and the overall NIH community. The
messages noted are purely illustrative. They are not meant to be either mandatory or limiting.
The “potential” headlines also are meant to be purely illustrative.

The key point isthat ARAC communications should be continuing, frequent, and timely. They

should provide information that affected people can use when they get it. Box 11 suggests some
specific messages that might be planned.
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FIGURE 2. NIH Administrative Restructuring Communications Network
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BOX 10. Typesof Messages Supporting
Administrative Restructuring at NIH
(Always provide opportunities for two-way communications,
and target to specific audiences as much as possible.)

Principles, Policies, and Guidelines

(Blunt the dread of arbitrariness and loss of control over managers' situations.)
TARGET AUDIENCE: NIH managers and implementation workers

Hereiswhat is proposed.

Here is how you may suggest modification.

These principles/policies are now final, but they provide considerable flexibility.
These guidelines are helpful suggestions for your use as appropriate.

Here is where/how you can get help applying these principles, policies, and guidelines.
Basic Principle: Do not break anything.

Communications with Affected Persons

(Answer their questions and take care of their needs as directly, fully, and quickly as possible.)
TARGET AUDIENCE: Affected employees, customers, and managers

What will the changes be?

How will it affect me?

Can | suggest modifications to the change? When? Where? How?
Can | get help adjusting? Where? How?

Improving the |mage of Administrative Restructuring

(Accentuate the positive; while being open and honest, of course, and inviting feedback.)
TARGET AUDIENCE: NIH in generd

Administrative Restructuring currently has a predominantly negative image. It takes time and effort
away from the main scientific missions that people would rather be working on, has the potential to
reduce vital services, and has actually done so very dramatically in the case of HR.

Explain why change is occurring/needed.

Identify expected benefits; give actual examples.

Tell success stories.

Use personal experiences to put a human face on successful changes.

Here are some potentia “headlines.”

ARAC Reassessment finished/approved.

Alternative implementation plans being debated; impacts might be...

Retreat planned; participation invited.

Survey about to go out; watch for it.

Briefings scheduled.

Dates set for Town Hall meeting.

Key person in charge of ... hasjust the right background.

Important document just posted on website for review and comment; your ideas needed.
New training course announced; will be repeated several times to meet needs of all.

D-78




APPPENDIX D

Page 35

BOX 11. Initial Set of Articlesand Other M essages

Introduce the new website

IT accomplishments

EEO involvement process

Feature one or more key elementsin the Guide (a*“did you know” teaser to get

people to look and comment”)

e Short piece on NAPA role and Panel; pitch the “NIH istrying to do thisright”
angle—qgetting best advice possible

e Short feature on Transition Center

A positive piece on improvements in HR (we recognize problems and are working

on them; need your help)

3.8 Meeting Facilitation

Facilitation is the act of helping people successfully work together in committees, boards, teams
and other groups. The use of facilitation has increased as the management of organizations has
become more egalitarian and participatory, and as unilateral top-down command and control
techniques have proven less effective in achieving desired commitment and results. Highly
trained professional facilitators are now widely available, but experienced non-professional
facilitators may be adequate for all but the most difficult assignments. The purpose of this
section isto present some of the basics of facilitation. It isorganized into five sections:

The characteristics of groups

The diverse roles of facilitators
Desirable facilitator characteristics
Facilitation tools and techniques
When to use facilitation

The Characteristics of Groups

The NIH environment surrounding the ARAC initiative contains a variety of newly formed
groups including the NIH Steering Committee, ARAC Study and Implementation Groups, and
several HHS-level groups focusing on individual functions. In addition, a number of long-
standing groups such as the IC Directors, the Executive Officers, the Scientific Directors and the
Information Officers are directly or indirectly involved with ARAC activities. Facilitation plays
important but different roles during the establishment of a group, and during its functioning after
the group has achieved maturity. Understanding group characteristics during these two phasesis
important to the understanding the facilitator’ srole.

Groupstypically work through a series of phases as they are developing into a productive team:

e Forming: Whether members have been assigned or have volunteered, thisistypically a
“polite phase” asindividuals get acquainted.
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e Storming: Thisistypically described asthe “power phase.” Who has the power? Who
isdoing what to get it?
e Norming: During this phase the team comes together and agrees on processes for getting
the job done.
e Performing: Thisistypically described asthe “proficient” phase with the group
effectively getting the job done.

It isarare senior manager that has not encountered the frustrations of unproductive group work.
As one unknown author put it, “On Judgment Day, God invited those on His right hand to enter
the gates of heaven, and those on His left hand He put into small groups.” Groups that are
working through the four start-up phases, as well as groups that have been functioning for some
time, are both likely to encounter situations that would benefit from facilitation—especially
when provided by an outsider who is recognized to have no stake in the decisions to be made.

It is not unusual, for example, for a newly formed group to get hung up in the storming phase
and to expend all of the time alotted to the assignment without accomplishing its mission. A
similar non-productive scenario can occur when the group’ stask is unclear or impossible to
accomplish. Some groups are constituted from representatives from different organizations who
may feel constrained to protect their organization’s “turf” and may be unwilling to compromise.

Mature groups can face difficulties rooted in the group’ s responsibilities to set priorities,
establish policy or make policy interpretations, develop plans or perform many other
management or advisory tasks. Central to most if not all of agroup’s activitiesis the resolution
of differences of opinion and decision-making.

The Diverse Roles of Facilitators

Facilitators typically make their contributions and perform their services during “meetings.” The
roles they play and the contributions they make are as diverse as the nature of meetings. Thus, a
facilitator, at one extreme, may simply observe a weekly “staff meeting” and provide minimal
feedback to the group; or, at the other extreme, may plan for and provide direct leadership to a
multi-day team-building or goal-specific retreat. Specific support activities frequently performed
by facilitators include:

e Helping the group leaders plan for a successful meeting.

e Informing the group members of typical group behavior and problems, and suggesting
alternative approaches to improve group performance.

e Monitoring group dynamics and suggesting alternative approaches, or initiating
appropriate interventions on an as-needed basis.

e Assisting the group in assessing its performance and devel oping improved approaches for
future meetings.

e Providing advice to individual group members to help them support the group inits
activities.

Facilitators whose role is to actively contribute to the performance and success of the group are
likely to engage more directly in the management of the group process. Managing the group
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may include recognizing, rewarding and motivating group members; pushing the group to stay
on target, e.g. to come to a decision; and dealing with individual group members that are
hindering the group, on the one hand, or who have dropped out and are not contributing, on the
other hand.

Therole of the facilitator typically encompasses the functioning of the group and excludes the
substance of the work being performed by the group. The facilitator must not only be neutral
with respect to the group’ s substantive work, the group members must perceive him or her to be
neutral. Specific actions the facilitator can take to ensure that group members recognize this
neutrality are remaining silent on substantive issues, stepping aside when the group is self-
facilitating, and expressing enthusiasm for the effective working of the group while avoiding
emotional attachment to the substance of the group’s deliberations.

The group should not be expected to understand the facilitator’ srole apriori. In addition, the
role should not be dictated by—although it can be suggested by—the facilitator. I1n essence, the
group and the facilitator must reach a mutually acceptable agreement. In many cases thisisthe
first critical test of afacilitator’ s ability to work with a particular group.

Desirable Facilitator Characteristics

The single most important facilitator characteristic is self-awareness. For example, afacilitator
with unrecognized high control needsis likely to attempt to dominate rather than facilitate a
group, and not understand the group’ sresistance. Similarly, afacilitator who is insensitive or
overly sensitive to the feelings of othersislikely to be ineffective in supporting group
deliberations on topics that engender strong feelings among group members.

A list of desirable facilitator characteristics sounds a bit like the Boy Scout’s code—*A scout is
trustworthy, loyal, helpful, friendly . . .”—but with a difference based on the need for the
facilitator to assist othersin getting the job done. A facilitator “code” might include items such
as.

Trust that the group can do the job.

Focus on getting results.

Be agood listener.

Support broad participation in the group’ s functioning. (Get reluctant membersto
participate and do not allow more vocal members to “take over.”)

e Question without appearing confrontational .

e Beaware of subtleties and non-verbal messages.

e Assist in decision-making without imposing a decision.

Facilitation Tools and Techniques

The tools and techniques of the facilitation trade are as diverse as the roles facilitators are asked
to play. They greatly exceed the space alocated to this section of the guide. A visit to any well-
stocked library (or bookseller website) will produce alist of publications, many of which address
particular facilitator roles such as team building, facilitating team meetings, and conflict
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resolution. Asan example of the types of available material, some of the major topics covered in
the 400+ pages of The Facilitator’s Handbook are listed below. (Tom Justine and David W.
Jamieson, The Facilitator’s Handbook, AMACOM, The American Management Association,
New York, 1999.)

e Preparation—Organizing the group, setting group norms, and planning the meeting.

e Working with the group—Starting right, establishing memory systems, decision modes,
handling conflict, evaluation and group closure.

e Follow up—Recording meetings, revisiting recommendations, implementation planning.

e Specia meetings—Planning meetings to address specific issues, such as mission, vision,
strategic planning, or Gantt Chart planning.

e Facilitating with Technology—Holding el ectronic meetings.

When to Use Facilitation

Many of the group chairs are well-versed in facilitation techniques and use them routinely.
Therefore, their need to call in an outside, neutral facilitator may be limited. Nevertheless, there
may be specific times when the groups will find that they need to use afacilitator. Some of the
most likely times are when the group is:

Just getting formed and includes several people who do not know each other well.
Devel oping team cohesiveness and commitment to work together.

Facing an especially contentious decision.

Faced with an especially complex task to accomplish (such as developing consensus on
missions and visions, or developing a plan and setting priorities).

A facilitator may be particularly helpful for meetings that are designed to achieve multiple goals
(e.g., team building and priority setting), and those scheduled to extend over severa hours or
even days (e.g., aretreat). Facilitators are also particularly helpful when a group’ s official leader
wants to fully participate in the substantive issues being addressed by the group without being
distracted by process issues or constrained by the facilitator’s need for neutrality.

3.9 Evaluation

Theterm “evaluation” is used to identify a broad range of activities designed to provide decision
makers with the information they need to assess and improve processes and programs. Inthe
case of administrative functions, evaluation tools and techniques can be used to: (1) determine if
existing administrative activities are meeting the programmatic needs of program managersin
the most cost effective way, (2) support the consideration and design of alternative approaches,
and (3) track the implementation of the alternative processes to determine if they are providing
the desired improvements. Consideration of the specific evaluation approaches to be used are
best done early in the design of any program, process or change, to ensure that appropriate
baseline data are collected for subsequent comparison of effectiveness, efficiency and
performance.
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The purpose of this section is to describe evaluation approaches and activities that may be useful
to NIH managers as they consider and implement restructuring initiatives. The sectionis
organized into five topics:

Introduction

Evaluating administrative restructuring initiatives

Evaluation principles

Potentially useful evaluation techniques

Evaluation support available to the ARAC Implementation Groups

Introduction

Evaluation tools and techniques can help agencies answer questionsin a timely manner about
what is actually happening, how what is happening compares to what was expected, why it is
happening, and what — if anything — should be changed to improve results. Conducting pre-
implementation evaluations of NIH’s administrative restructuring initiatives will be essential to
post-implementation evaluations of the extent to which the changes made are achieving their
desired purposes. Appropriate evaluation activities will also help ensure that the changes will
not and are not disrupting the Agency’s scientific mission, or causing other unintended
consequences. Minimizing negative impacts deserves as much attention as maximizing positive
outcomes.

Long established evaluation approaches are also increasingly being used to demonstrate
accountability. Today, NIH operatesin aclimate driven by GPRA and Congressional oversight
to ensure that budgets are linked to program performance. Establishing appropriate evaluation
activities can demonstrate NIH’ s commitment to the concept of accountability while providing
information necessary for reporting to DHHS and the Administration, Congress, the broader
research community, and other stakeholders.

NIH’s scientific culture embodies and embraces evaluation activities, and many of the data
collection and analysis techniques used for process and program evaluations are similar to those
used by NIH intramural researchers as well as the researchers funded through NIH grants.
Nevertheless, conducting evaluations in support of restructuring activities still can be
challenging.

The performance and staffing metrics discussed in Section 3.3 are associated with evaluation
activitiesin several ways. Previoudly established and historic metrics will provide the
information needed for evaluating administrative reform designs and redesigns. Evaluation
techniques—particularly those with a substantial research component—can help to establish
relationships between specific administrative activities and program performance. These same
metrics aso play important roles in implementing and operating new administrative processes
over the long term.

Evaluating Administrative Restructuring Initiatives

Evaluation will be most important both when implementation moves forward; and once the
changeisfully implemented. In each case—as with the other tools discussed in this guide—the
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specific evaluation tools and techniques that will be most useful will depend on the nature,
extent, and timing of the changes being implemented. For example, some of the changes
proposed in NIH’ s administrative functions may require training activities to ensure that
employees are prepared to deal with their new or revised roles, responsibilities, and job content.
Effective evaluation techniques for ng multi-level impacts of training initiatives have been
developed and refined, and have demonstrated their usefulness for many years.

At the outset, evaluation activities are frequently applied to:
e Pinpointing the services required to support program activity
e Establishing clear goals, objectives and targets for administrative functions
e Selecting from alternative approaches
e Determining how implementation will be monitored and measured

As implementation moves forward, the Implementation Group will benefit from data obtained
through short-term, rapid-feedback evaluations designed to determine whether mid-course
corrections are needed. The extent to which these short-term evaluations will be useful depends
in large part on the effective application of a different form of evaluation — process evaluation.
Process evaluations are frequently used to provide systematic assessments focused on processes
and operations to determine how they are being conducted, if they are being conducted as
planned, whether expected results are being obtained, and how critical processes can be
improved.

Ultimately, the group’ s work in these earlier stages, setting goals and developing performance
metrics, will establish a sound direction for longer-term, post-implementation evaluations. After
implementation is complete, evaluations may help to provide a systematic assessment of
accomplishments and effects, and to determine the extent to which intermediate and long-term
goals have been achieved.

Evaluation Principles

Evaluation techniques have evolved from research methods, and early evaluation activities were
frequently referred to as “evaluation research.” Consequently, many of evaluation’s tools and
techniques are identical to those used by researchers of all persuasions. They both include the
review of previouswork and available data, development of hypotheses, data collection through
avariety of means, the application of awide variety of analytical tools, and the presentation of
results through a variety of modes.

A characteristic of evaluation that frequently distinguishes it from research, however, isthe use
of areference point or standard against which programs or processes are measured. Evaluators
frequently ask, “How is this program or process doing compared with an ideal design, its
previous performance, similar programs or processes, or an established standard?” One of the
approaches of greatest potential useto NIH in these evaluationsis frequently referred to asthe
Measure-Act-Measure approach. This simple but powerful three-step concept involves
establishing an accurate picture of the current situation before implementing a change, (the Act),
and then determining the post-implementation situation.
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Program evaluation, like research, must be managed. Some of the key principles for helping
evaluations to be effective are:

e Collaborate with stakeholders in developing the goals to be measured and factorsto be
assessed in the evaluation.

e Remain open to unexpected happenings, including negative unintended consequences,
and develop data collection activities to determine if they are occurring.

e To the maximum extent possible, use existing data sources or ones that are being planned
to serve multiple purposes.

e Develop multiple evaluation methods as much as possible to verify findings and ensure
credibility. For example, quantitative information from management systems could be
paired with interview or case study information to increase credibility.

e Usedatathat are accurate, up-to-date, and have credibility within the agency.

e Communicate the results of evaluations. Employees and stakeholders will know the
evaluations are on-going; failure to communicate about them will raise anxiety.
Communicating eval uation results also may produce suggestions about how to use or
improve results.

Another overriding principle of evaluation is that evaluators must ask the right question and use
an evaluation approach that answersit. Good, objective data, carefully collected and analyzed
does not guarantee good results. Some examples of questions most likely to be asked during the
NIH restructuring initiative and options for answering them follow.

|s the change being implemented as designed?—Essentially, thisis a compliance question. A
basic evaluation would use objective data and observation to determine the extent of
compliance. Limited interviewing may also be useful. A more sophisticated evaluation of
thisissue may go further, to determine whether, even if there is an apparent implementation,
the desired change is actually taking effect. It would look, for example, to seeif “ shadow
systems” were being used. The evaluation approach here would use observation and
interview, but perhaps more intensively than the original effort; simple case studies may also
be useful.—These eval uations are designed to be short-term or real-time.

What impact is the change having on administrative efficiency and effectiveness?—A basic
evaluation of efficiency would look at data (before and after) for the performance measures
established by the Implementation Group. These could include measures such as average
time to process an action, work volume, timeliness, and overall staffing levels. Effectiveness
could be evaluated in the same way, using measures such as accuracy of actions and many
others. But just because change occurs doesn’t necessarily mean the administrative
restructuring was the cause. A more sophisticated analysis would go beyond tracking
changes in performance measures to see if there were other factorsimpacting them. Was
there an unanticipated increase or decrease in work? Were staff members insufficiently or
inadequately trained? Did the computer system fail? These evaluations may require
observation, interviews, further data collection—if necessary to assess the extent of these
other factors—and in some instances case studies. Such evaluations can be short-, mid-, or
long-term and probably should be built into the implementation effort.
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e How have the changes affected NIH’ s clients and employees?—Thisis acritical question
that can be answered best by the clients and employees themselves. Depending on the extent
of change and management’ s assessment of the potential impact, a host of data collection
approaches can be used. Mail or phone surveys, focus groups, and on-site interviews all
could help answer this question. Objectivity isimportant in determining how the questions
are asked and how the “interviewees’ are selected.

e What isthe impact on the science mission?—These evaluations can be mid-term or long-
term, and generally would be fairly sophisticated in design. The most immediate, |east
sophisticated analysis could assess whether there had been a change in FTES dedicated to the
science mission. A second level of evaluation could look more closely at other potential
impacts as well as potential factors affecting the outcomes. This evaluation would address
guestions and use methods similar to those addressing changes in workload, training, and
competing demands on scientific staff. Finally, amore rigorous analysis would seek to more
clearly define exactly what the scientific impact is. For example, if there are more FTES
devoted to science, what does that mean? More scientific breakthroughs? Better supported
results?

Potentially Useful Evaluation Techniques

One widely published expert in the field identified 30 different types of evaluation in one of his
books and describes thislong list as “illustrative’ rather than “exhaustive.” Similarly, awide
variety of techniques have been assembled by evaluators to address different situations, needs
and approaches. Some of the approaches previously described, such as Measure-Act-Measure
and rapid-feedback evaluations, bring with them specific techniques. Other techniques that may
be useful in the NIH setting are:

e Making full use of data and information that are readily available, especialy information
that builds on the baseline devel oped during reassessment and design

e Using focus groups to collect qualitative data to support the design of more quantitative
data collection efforts and identify previously unrecognized variables

e Collecting data through small sample surveys

e Performing “evaluability” assessments to provide limited but valuable insights about
specific matters and to determine if more exhaustive efforts to evaluate them are
warranted

e Carefully managing the relationship between the evaluator and process manager to ensure
a cooperative and productive relationship and to guard against unintended negative
impacts.

Evaluation Support Available to the ARAC Implementation Groups
NIH’s extensive experience in research and evaluation is not limited to the scientific study at the
core of itsmission. The ICs aso have experience in conducting evaluation activities to improve

decision-making and enhance program performance. The Implementation Group will often be
able to use the evaluation expertise of its own members as well as the following sources:
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e The NAPA/OMA team has considerable expertise and is available to help design and
carry out evaluations in cooperation with the Implementation Groups.

o Staff of the Office of Evaluation (OE) in NIH’s Office of Science Policy are experienced
in the tools and techniques of evaluation and they encourage and support these activities
at NIH. They routinely work with and can call on individuals from the NIH evaluation
community, are available to consult with members of the Implementation Groups to
provide assistance directly, and can help find needed consultant expertise and advice.

e Other sections of this Guide provide information that directly related to evaluations.
Section 3.2 describes several analytical tools, including gap analysis and risk assessment.
Section 3.3 provides information on specific metrics, including staffing benchmarks,
performance measures, balanced scorecards, and integrating budget and performance
information.

e Externa Consultants: Federal agencies generally have rosters of pre-qualified
consultants they can call in on short notice to perform evaluation (and other) studies that
need to get started quickly.

Evaluations, especialy long-term policy and program impact evaluations typically require
significant time and resources. However, the evaluations conducted during the current
administrative restructuring are not anticipated to be highly resource-intensive. Even after full
implementation, long-term evaluations of current restructuring changes will require only modest
resources if the Implementation Groups successfully build evaluationsinto the overall reform
effort and ensure that supportive data collection is on-going.

If, however, an Implementation Group identifies a need for a resource-intensive evaluation, there
is an important source of funding available in NIH—the DHHS “Evaluation Set-Aside.” Itis
important to remember, however, that these funds are limited and that competition for themis
stiff. The “Evaluation Set-Aside” fund authorizes a small percentage of each year’ s Department
of Health and Human Services (DHHS) appropriation to be used to assess the effectiveness of
federal health programs and to identify ways to improve program implementation. Thisfundis
available to NIH and other Public Health Service agenciesin DHHS; within NIH it is
administered by the OE.

The OE has published the NIH Program Evaluation Guide, which provides information on how
to apply for these funds. The OE guide contains information that may be helpful even if Set-
Aside funds will not be used for the evaluations. Supporting materialsin the guide provide
information on typical evaluation strategies used for each type of program evaluation; examples
of program goals, performance measures, comparison measures, study questions and conceptual
frameworks; and tips on how to develop an evaluation budget estimate. An outline version of
the Program Evaluation Guide is available on the NIH/OE website.
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APPENDIX E

THE NIH A-76 COMPETITIVE SOURCING EXPERIENCE:
Key L essons Demonstrated

EXECUTIVE SUMMARY

NIH’s first two competitive sourcing competitions under Office of Management and Budget
(OMB) Circular A-76, conducted in fiscal year (FY) 2003, directly impacted two ARAC groups:
Grants and Facilities. While the Academy was not involved in NIH's competitive sourcing
efforts, the close association and the similarities in some of the experiences with ARAC merit a
brief description of the A-76 process and lessons |learned.

Competitive sourcing opens commercial functions performed by the federa government to
competition with the private sector to achieve cost savings. It was formalized in federa policy
when the OMB released its first Circular A-76 in 1966, but was practiced by few agencies
beyond the Department of Defense through the 1990s. Its inclusion in the President’s
Management Agenda (PMA) in 2001 and the revision to the Circular in 2003 renewed interest
in—and guidance for—competitive sourcing across the federal government.

NIH faced challenges in complying with A-76. The NIH in-house teams won both of NIH’s first
two competitions; each involved more than 700 full time equivalent (FTE) staff and was
completed in just over nine months. The new NIH organization that won the competition to
provide administrative support for NIH’s $20-billion extramural grants program, eliminated 296
FTEs and was expected to produce an estimated $15 million in annua savings. It began
operations in October 2004. The new NIH organization that won the real property management
(Facilities) competition called for a 100-FTE reduction, but implementation was stalled by a bid
protest and union dispute, which together were not expected to be resolved until 2006.

A-76 Lessons Learned and NIH Actions

In May 2004, NIH convened a Lessons Learned Workshop with staff involved in the two 2003
competitions. The Workshop, as well as NIH’'s post-award experience, highlighted several
lessons. NIH should:

e Dedicate additional resources (staff, funding, and facilities) to perform A-76 competitions

e Focus more on advance planning for competitions, including developing credible,

standardized workforce data and realistic expectations for post-award staff availability
e |dentify additional contract support providers with more A-76 expertise
e Clearly define and communicate roles, responsibilities, and points of contact

NIH has taken these lessons to heart and has begun implementing changes, including:

e Hiring more NIH staff and using contractors with greater A-76 experience

e Providing clearer guidance for advance planning and analysis, including workload
calculations

e Stressing the primacy of the NIH mission over simply winning the competition
Developing an A-76 Handbook to clarify roles and responsibilities

o Facilitating better communication and engaging stakeholders at all levels, including labor
unions
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INTRODUCTION

At about the same time NIH embarked on the ARAC restructuring process, the agency began
conducting competitive sourcing competitions. The first two such competitions, the largest at
NIH to date, directly impacted two of the ARAC areas, Grants and Facilities. The Academy was
not actively involved in NIH’s A-76 efforts and did not formally study them. However, their
close association with the ARAC initiative, and the similarity in some of the experiences, merits
adescription of the A-76 process and of NIH’s experience.

This appendix presents a brief background on the A-76 process government-wide, a description
of NIH’s early experience, and a discussion of the lessons NIH has learned from that early
experience and how it was responding. Much of the information about NIH in this appendix was
obtained anecdotally as the Academy staff met with NIH officials and staff actively working on
ARAC initiatives. However, Academy staff also reviewed documentation of an A-76 Lessons
Learned Workshop and met with officials responsible for A-76 implementation. The scope and
methodology is described further at the end of this appendix.

BACKGROUND

Competitive sourcing opens commercial functions performed by the federal government to
competition with the private sector to achieve cost savings. Contracting out for goods and
services, when cost effective, has been formalized in federal policy since the OMB released its
first Circular A-76 in 1966. Through the 1990s, however, few civilian agencies practiced
competitive sourcing. The 1998 Federal Activities Inventory Reform (FAIR) Act required
agencies to classify al functions as commercial or inherently governmental and submit an
inventory of their staff positions to OMB each year for both categories.

PMA Puts New Government-wide Emphasis on Competitive Sourcing

In 2001, competitive sourcing received renewed attention across the federal government,
particularly in civilian agencies. The Administration made it a top-five priority in the PMA and
directed agencies to compete 15 percent of commercial functions by FY 2003.! The ultimate goal
is to compete 100 percent of commercial functions—more than 416,000 FTEs—by 2013. In an
effort to improve the competitive sourcing process, OMB revised Circular A-76 in May 2003
with new guidelines that:

e Emphasize “maximum value’ for tax dollars and improving performance, not just
reducing cost

e Eliminate direct conversions, which alowed agencies to shift work to the private sector
without competition

e Require standard competitions (described below) if more than 65 FTEs are involved
(agencies may select either a standard or streamlined competition for 65 or fewer FTES)

! Responding to criticisms that the government-wide target of 15 percent was arbitrary, OMB subsequently
developed a scorecard approach to tracking progress that is more tailored to each agency’ s mission and workforce.
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e Limit the standard competition to 12 months, by which time a decision must be made to
award the work to a new “most efficient organization” (MEO)? within the government or
a contractor outside the government

e Allow in-house employees to appea the competition decision—in addition to appeals by
losing bidders and unions

Although civilian agencies had little experience with competitive sourcing under Circular A-76
prior to 2003, they are already adjusting their approaches. For example, between FY 2003 and
2004, the average size of competitions by federal agencies doubled as these agencies found that
larger competitions are often needed to achieve significant cost savings and attract private-sector
bidders. During this period, agencies conducted fewer competitions, but the average FTEs
studied doubled from 27 to 58.° Expected net savings over three to five years grew from $1.1
billion to $1.4 billion. Taking into account costs of conducting competitions, average savings per
FTE increased from $12,000 to $22,000, indicating economies of scale.*

DHHS s one of six departmentsto achieve “green light” status on the PMA scorecard, indicating
that the agency has developed and implemented an OM B-approved competition plan, completed
at least 10 competitions since January 2001, completed at least 90 percent within a 12-month
time frame, and cancelled fewer than 10 percent of announced competitions.

The A-76 Process
The standard competitive sourcing process has several steps:

e Preliminary planning — Agency selects the activities and FTES to compete; determines
baseline costs; develops competition schedule; and appoints competition officials,
including the agency tender official, contracting officer (CO), and performance work
statement (PWS) team leader.

e Public announcement — Agency formally announces the start date of the competition.

e Performance work statement® — In-house team prepares the PWS to specify the work
needed and clarify how bids will be graded.

e MEO - In-house team establishes the staffing plan and cost proposal for itsin-house bid.

e Competition — Private bidder(s) and MEO submit bids to the source selection authority,
who is an appointed agency official operating independently from the agency tender
official, human resources adviser, or MEO team for the A-76 competition.

2 An MEO is afederal agency’s in-house staffing plan for an A-76 competition, representing the most efficient and
cost-effective organization. The MEO proposal is compared to the bids submitted by private-sector companies.

% In 2004, federal agencies held 217 competitions, including 12,573 FTEs, collectively estimated to generate $1.4
billion in savings over three to five years. In 2003, agencies held 662 competitions including 17,595 FTEs, saving
$1.1 billion over three to five years. (Safavian, 2005)

* Net savings = total gross savings less incremental costs. Does not include fixed costs for either year ($36 million in
FY 2004, datawere not collected in FY 2003). (Safavian, 2005)

® A performance work statement is a statement of the technical, functional and performance characteristics of the
work to be performed. It identifies essential functions to be performed, determines performance factors, including
the location of the work, the units of work, the quantity of work units, and the quality and timeliness of the work
units.
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e Source selection — The source selection authority evaluates the in-house proposal against
private sector bid(s) using COMPARE software. The agency then publicly announces the
competition winner.

e Post-competition accountability — Circular A-76 requires agencies to track competitions
in a database, monitor performance (e.g., actual costs and performance metrics for chosen
service provider), and post best practices and lessons learned on the SHARE A-76 web
site. The function must be re-competed every five years.

A streamlined competition differs from the process described above in three key ways. The
competition (1) must be completed in less than 90 days, (2) involves 65 or fewer FTEs, and (3)
does not require private contractors to submit a bid; the agency can perform market research to
determine the cost of performing the activity in the private sector. Agencies conducting
streamlined competitions are encouraged, but not required, to form MEOs.

Agencies’ Challengesin Implementing A-76 Competitive Sourcing

Many agencies continue to struggle to meet the requirements of Circular A-76. The Government
Accountability Office (GAO) gleaned several lessons from Department of Defense (DOD) A-76
competitions in the 1990s: (1) studies took longer than initially projected, (2) costs and resources
required to prepare the studies were underestimated, (3) selecting and grouping functions to
compete was difficult, and (4) determining and maintaining reliable estimates of savings was
difficult.

Subsequent GAO studies have shown similar challenges for civilian agencies. A 2004 GAO
report identified several key challengesin areview of the competitive sourcing activities at seven
agencies, including DHHS: (1) developing workforce inventories and classifying positions as
inherently governmental and commercial, (2) ensuring adequate personnel with the skills needed
to run a competitive sourcing program, and (3) securing funding to conduct studies.

GAO cautioned that OMB guidance has emphasized process over results. In response, agencies
have not assessed broader issues, such as weighing potential improvements against the costs and
risks associated with the competitions. GAO recommended that OMB help agenciesto (1) ensure
greater consistency in classifying positions, (2) make more strategic and transparent sourcing
decisions by identifying broader functional areas for competition, and (3) focus on efficiency and
performance outcomes.

NIH'SEXPERIENCE WITH A-76 ACTIVITIES

To handle this new work, NIH established a new A-76 office and transferred positions to it from
other offices. In its most recent FAIR Act inventory, more than haf of NIH’s nearly 18,000
FTEs were classified as commercial. Like other civilian agencies, NIH had little experience with
competitive sourcing prior to its inclusion in the PMA in 2001. NIH began its first two A-76
competitions on October 1, 2002: Grants and Facilities.
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Each involved more than 700 FTEs and was completed in just over nine months—a short time
period, given that DOD studies took an average 25 months prior to the revised Circular. The
Grants MEO, the newly formed Division of Extramural Administrative Support (DEAS),
provides administrative support for NIH’s $20-billion grants program.® Its creation was expected
to eliminate 296 FTEs and was expected to produce an estimated $15 million in annual savings.
While about 30 potential bidders attended the offering conference, only one submitted a
proposal. That bidder failed to meet agency requirements, and the in-house team won. The in-
house team also won the Facilities competition, but the award was stalled by a bid protest and a
union dispute, which were not expected to be resolved until 2006.

While other agencies are moving toward larger competitions, NIH is taking a different tack. The
11 competitions completed in FY 2004 were significantly smaller than those in 2003, ranging
from 2 to 61 FTEs, and most were streamlined competitions. The in-house team won in all but
one of the 2004 competitions.

Status of FY 2003 M EOs

Grants: The Grants MEO, DEAS, began operations in October 2004, one year after winning the
A-76 competition. An interim director of DEAS was appointed in February 2004 and a
permanent director was appointed in April 2004. However, in February 2005, the director left the
position, and it remained open as of June 2005.

DEAS represented a major downsizing, a significant process reengineering, and a significant
cultural shift—away from independent grants operations in the Institutes and Centers (ICs)
toward centralized operations. The MEO's bid relied on automated systems and a matrix
management approach to support a 296-FTE reduction—about one-third of the staff that had
been performing the covered tasks—and included a significant reduction in grade levels. The
PWS included administrative grants support functions, such as grants file management, typing
and answering phones, preparing travel and training documents, maintaining data systems, and
supporting meetings. Previously, thiswork was carried out by staff in NIH’s Center for Scientific
Review and in the Grants Management Offices and Program Offices in 24 of the agency’s 27
ICs.

NIH struggled as it “learned by-doing” in setting up this first new A-76 organization. The
transition was very stressful for the grants management community. In the year leading up to
implementation, IC grant offices had to continue performing the duties slated for DEAS as they
grappled with substantial staff transfers and departures. After the “stand up,” the ICs had to
remain flexible as the new—and largely inexperienced—DEAS staff came up to speed on the
duties being transferred to them. In addition, NIH had to establish another new A-76 office—the
Transition Center—in the Office of Strategic Management and Planning, to handle the
employees no longer utilized in the grants function. The Office of Human Resources also
experienced significant new work associated with the MEO transition.

By the summer of 2005, the MEO was still having difficulties assuming al of the functions
included in the PWS, in part because many knowledgeable staff left during the transition. DEAS

® FY 2004 NIH Awards (competing and non-competing).
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has had to devote substantial resources to train new hires, an effort complicated by continuing
high turnover. The Academy’s study of workload shifts (see Appendix H) identified DEAS as a
primary source of additional work falling on administrative officers (AOs), executive officers
(EOs), and Science Directors working in extramural research, and found that the grants managers
in the ICs were developing “workarounds,” using grants management staff, that diluted the
efficiency goals of consolidation.

Facilities. The NIH MEO bid was selected in the 2003 Facilities A-76 competition. However, the
sole commercial bidder filed a protest with GAO and no final selection was expected until 2006.

The PWS for the competition established a single performance-based contract to cover grounds
and facilities management, operations, and maintenance; operation and distribution of utilities;
and design and construction of interior alterations, renovations, repairs, and new construction at
the Bethesda Campus and three major off-campus installations. These functions were aready
carried out centrally by the Office of Research Facilities Development and Operations, which
will retain responsibility for certain core functions—such as master and facilities planning;
management of large or high-risk construction projects, and environmental stewardship—when
the competitive organization (MEO or private contractor) is created.

The commercia bidder claimed that NIH unfairly underbid the contract and the proposed MEO
was not equipped to fully meet the PWS requirements. Both parties and GAO agreed to have an
independent consultant review the NIH proposal and recommend adjustments in the staffing
level-of -effort proposed to accomplish the stated scope. NIH would then make adjustments to the
cost proposal to incorporate the independent recommendation, and the procurement office would
re-evaluate the proposals for selection. The outside competitor’s proposal would remain
unchanged. The independent study was targeted for completion by the end of October 2005.

At the same time, the major labor union representing many of the staff affected by the MEO
objected to the proposed staffing process. The MEO wanted to select staff on merit, while the
union insisted that they be selected by seniority. The agency and union arein aformal dispute
process which will not be further addressed until the final service provider is chosen.

Unlike DEAS, this MEO does not represent a significant change in culture; facilities
management was aready largely centralized. However, the MEO bid called for a reduction in
staff of about 25 percent, as well as a significantly lowered grade structure. The uncertainty
surrounding the status of the MEO was taking its toll on staff morale. Staff were leaving,
confronting NIH with what officials saw as growing burnout for remaining staff.

Status of related FY 2004 MEOs. One of the FY 2004 competitions also directly relates to the
ARAC initiatives. Prior to the ARAC initiative, NIH decided to compete the already-centralized
Office of Research Services conference room management program in the Washington, DC area.
The PWS for visual and medica arts included management of all conference rooms
accommodating more than 50 people, as well as related video conferencing, medical and visual
arts, and some information technology functions. Completing the conference room consolidation
was included in the ARAC Facilities goals. The NIH MEO bid for visual and medical arts was
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selected and the new organization will go on line in FY 2006, with or without the proposed
ARAC adjustments to conference room management consolidation.

LESSONSLEARNED AT NIH

The Lessons Learned Workshop with staff involved in the two 2003 competitions, convened by
NIH in May 2004, affirmed the importance of decisive leadership and advance planning. A
general consensus emerged from the group that NIH should (1) dedicate additional resources
(staff, funding, and facilities) to perform A-76 competitions; (2) focus more on advance planning
for competitions, including developing credible, standardized workforce data; (3) identify
additional consultant support with more A-76 expertise; and (4) more clearly define roles,
responsibilities, and points of contact. As MEO implementation proceeded, other lessons
emerged, especially the need to anticipate the impact of unexpected attrition and workload
increases.

This self-assessment provided vauable insights and NIH has
taken these lessons to heart. Many of the lessons mirror those
learned during the ARAC process, including those related
broadly to resources, sound data, integration of initiatives,
outside assistance, communication, and change-management.
By 2005, NIH was implementing changes to address the major problems encountered. The major
lessons learned are summarized below, followed by a brief description of NIH's key efforts to
improve ongoing and future competitive sourcing actions.

...self-assessment provided
valuableinsightsand NIH
has taken these lessons to
heart.

Resour ces

Implementing Circular A-76 required a significant level of _ _

resources. NIH spent $3.5 million in 2003 on contract = lMmplementing Circular A-76
support for its two large studies. The two competitions also =~ Fequired a significant level of
diverted more than 114,000 hours of staff time. The funds for = F€SOUrces.

both came out of the operating budget. At the same time,

ARAC consolidation and other cuts in staff and resources further strained the agency. Lessons
Learned Workshop participants recommended securing a commitment from management at NIH
and DHHS to provide specia staff, money, and facilities to run the A-76 program.

Other federal agencies also spent large sums on A-76. OMB estimates the average government-
wide costs of administering competitions to be $2,000 to $5,000 per FTE studied. In one case,
the U.S. Department of Agriculture (USDA) spent more administering competitions in FY 2003
than it achieved in savings. Its Forest Service reported spending $18.7 million on competitive
sourcing in FY 2002-03, more than half of USDA’s total A-76 expenditures. The Forest Service
acknowledges that cost savings were lackluster because more than half of its 160 competitions
involved three or fewer FTEs and generated little public sector interest.”

" In March 2004, the Surveys and Investigations Staff of the House Appropriations Committee reported on
“Implementation of the Competitive Sourcing Initiative at the U.S. Forest Service.” The report pointed to a number
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Data Collection

In a 2004 report, the GAO cited NIH’s decision support software as a promising approach to
identify activities to compete. The software captures and uses managers’ judgments to assess the
mission effectiveness, human capital impact, demand, and risk of each commercial activity.
Following this exercise, NIH’s Commercia Activities Steering Committee (CASC)® considers
additional factors, such as the impact on mission, costs, socioeconomic impacts, and potential
advantages to competing the activity. NIH used this approach to identify grants management
support and real property management as good candidates for competition.

. Despite this attention to data-driven decision
< e qccurate, credlbIeFiata making, the lack of accurate, credible data made
made preparation of the MEO bid preparation of the MEO bid difficult and
d|ff_|cult and contributed to staff contributed to staff resistance to the change. There
resistance to the change. was a perception that the FAIR Act inventory data

were not consistent across the ICs and that some

ICs had not reported all FTEs for the competed functions. Workshop participants stressed that

leadership must ensure that teams don’'t “game” the system. The Workshop group recommended

improving data collection and suggested reviewing current NIH business systems that could be
used or modified to support this effort (e.g., timekeeping, projects module).

Integration with Related Change Efforts

A critical issue for NIH was the integration of A-76 L

activities with two contemporaneous initiatives; the NIH | A critical issuefor NIH wasthe
Business System (NBS) and ARAC restructuring. ARAC ~ INteégration of A-76 activities with
and A-76 have a similar focus on centralization and =~ WO cOntémporaneousinitiatives.
streamlining, and their anticipated efficiencies were in part | NIH Business Sysiems and
predicated on anticipated software improvements. ARAC restructurina.

At first, NIH had difficulty determining the order of priority between A-76 and ARAC
consolidations. For example, the Lessons Learned Workshop participants from the grants
competition suggested that A-76 should have been postponed until after ARAC consolidation
was complete. Ultimately, the specific ARAC goal to establish service centers for several grants
functions was transferred to the MEO, effectively separating the two initiatives. Even so, early
uncertainty was problematic. The Workshop participants recommended creating a subcommittee
made up of representatives from the ARAC and A-76 efforts to share information.

of lessons learned, including several intended to reduce the costs and burden on staff of implementing competitive
sourcing competitions.

8 CASC ischaired by the DDM and comprised of EOs and senior NIH officials in the areas of competitive sourcing,
acquisition, strategic planning, HR, EEO, General Counsel, and IT.
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Outside Assistance
Because in-house time and expertise to implement A-76
Because in-housetime and was limited, outside assistance was instrumental. NIH
expertise to implement A-76 recognized this, and secured contract support for the teams
was limited, outside assistance developing the PWSs and MEO proposals. However, while
was instrumental . the contractor was familiar with A-76, it lacked experience

with a decentralized organization like NIH and did not
aways provide the best advice, urging a reduction of FTESs and costs beyond what many believe
in retrospect was necessary or prudent. Its recommendations were not based on a workload
anaysis. The Lessons Learned Workshop participants recommended using more than one
contractor, improved data collection tools, and training that is focused, ongoing, and up-to-date
with A-76 rules.

Other agencies have successfully relied on contract support. One Navy officia who had
participated in a competitive sourcing study noted that it isimportant that contract support be on-
site and on call. He also cautioned that agencies should use contractors as a supplement, rather
than a substitute, for government involvement in the process.

Communications

Initially, A-76 competitive sourcing was regarded with suspicion and resistance at NIH, making
effective communication a high priority. Communicating across the 27 1Cs at NIH was a
significant challenge, which the agency took severa steps to meet. In October 2003, the
Commercia Activities Review Team (CART)® developed a communications plan to coordinate
between DHHS and NIH leadership, staff, and other stakeholders; and to delineate roles and
responsibilities. Among other things, the plan called for:

Weekly meetings with CART and CASC

Monthly meetings with stakeholders (e.g., EOS)

Internal A-76 web site with FAQs and information on the process

Town hall meetings on the A-76 process (held in November 2002 and March 2003)

Despite these efforts, Lessons Learned Workshop participants

pointed to weaknesses in communication both within the NIH there was uncertainty
community as a whole and among the staff carrying out the = gbout roles and
competitions. For example, they noted that staff throughout NIH  responsibilities of the
were not convinced that change would occur, and reported that ICs  yvarjous players and slow
weren't kept fully informed during the competition process. ' responsestoinquiries.
Participants also reported that there was uncertainty about roles

and responsibilities of the various players and slow responses to inquiries. Anecdotal information
also indicates that promised IC-level briefings were postponed or cancelled, further frustrating
staff hoping for information, and that information distributed to different groups of people
sometimes seemed contradictory.

® CART, made up of staff from OMA and contract support, provides overall project leadership of the A-76 process.
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Change M anagement

NIH’s experience demonstrated the potential for unanticipated consequences and the need to be
able to make mid-course corrections. The grants MEO was bid on the expectations that the
downsized operation would (1) include mostly existing staff with institutional knowledge, (2) be
staffed with mostly federal workers, and (3) benefit from electronic grants processing tools.
Instead, for a variety of reasons—job uncertainty or dissatisfaction, buyouts, or transfer—people
left and the MEO faced a staffing shortage.'® New staff were hired; more than half of the staff
were not familiar with grants operations or NIH. More than 60 contractors were also brought on
to fill the gap temporarily. Finally, DEAS is still three to four years away from having a fully
electronic grants process.

A significant increase is grants workload compounded

NIH’s experience demonstrated the impact of the staffing problems. From 2002 to 2004,
the potential for unanticipated the number of applications increased by 30 percent and
consequences and the need to be the number of customers by 40 percent. As of July
able to make mid-course 2005, DEAS only had enough FTEs to cover the 2002
corrections. workload. Because the organization operates under a

contract with NIH to provide grants administrative
services, it was required to submit contract modifications before increasing staffing levels. The
FY 2006 modification requested an additional $4.9 million in funding and 94 FTEs. As of June
2005, DHHS and NIH had not provided clear guidance or established processes to submit
modifications for A-76 contracts, making this a difficult task.

Policies intended to ease the transition for workers affected by A-76 also had unintended
consequences, leaving NIH understaffed in vital areas. In setting policy for A-76 operations,
DHHS promised that no staff would lose their jobs. One step to help ensure this was a Transition
Center for employees displaced as a result of A-76 or other

consolidation actions. The center offers job search/placement  pglicies intended to ease the
resources, including a course on creating resumes, and one-  transition for workers

on-one assistance from career counseling specidists. But = affected by A-76 had the

NIH also established some broad hiring and promotion  ynjntended consequence of
freezes, in part to help ensure that positions would be ' |eaying NIH understaffed in
available for staff not included in the MEOs. As the \jtgl areas.

competitions and implementation dragged out, many parts of

the agency, not just those directly affected by A-76, experienced attrition. Several functional
areas, chief among them Facilities and Finance, became significantly understaffed, putting stress
on existing staff and negatively impacting morale. In particular, the Facilities function faced
significant attrition while it waited for the bid protest to be decided, with officials reporting the
professional facilities workforce down by about one-third, and staff in trade skills down by about
half.

19 NJH’ s experience has mirrored other agencies experiences with A-76. An October 2004 report by the IBM
Center for the Business of Government found that only 13 percent of positions reduced through competition were
involuntarily separated; the majority left the agency though retirement or transfer to another government job.

E-10



APPENDIX E

NIH ACTIONS
Resour ces and Planning

Following the 2003 competitions, the Office of Management Assessment, the division that
oversees competitive sourcing at NIH, increased its staff and requested additional on-site staff
with A-76 expertise. The agency began using two contractors to support competitions, instead of
just one. One of those contractors was aso helping DEAS with training, contract modifications,
and validating workload data.

NIH has provided clearer guidance for the planning and
analysis that underlies the A-76 process. In stressing early
planning and more standardized data collection, the agency is
mirroring other agencies’ experience. Many agencies moved
through the competition process quickly at first, but now
recognize the need for planning ahead. The Office of Personnel
Management recommends building in at least 60 to 120 days for strategic planning.

NIH has provided clearer
guidance for the planning
and analysisthat underlies
the A-76 process.

In the beginning, OMB and DHHS established quotas for the yearly percentage of staff to be
studied for competition. In addition, NIH’s contractor pushed the in-house teams to reduce FTEs
and costs beyond what was apparently necessary to win the competition. NIH’s competitive
sourcing official now stresses that ensuring adequate performance of the agency’s mission—
rather than just winning the competition—is the top priority. NIH also has given staff more
guidance on FAIR Act inventories and calculating FTEs. One important change is that in
determining what positions to include, organizations can “split” FTES, recognizing that many
positions include functions that are both in and out of the scope of the PWS. Human resources
staff are also being made more active partners in the process in order to better assess what the
probable staffing pool will look like when an MEO is created.

Communications

Early communication efforts were hampered, at
least in part, by the newness and speed of the
process, as well as by limited staff capacity.
Following the first two competitions, NIH leaders
recognized that clear communication and active
stakeholder involvement are important elements of
SUCCESS.

Following the first two competitions,
NIH leaders recognized that clear
communication and active stakeholder
involvement are important elements of
success.

NIH was working with one of its contractors to develop an A-76 Handbook. Officials pointed to
this effort as key to providing detailed guidance for teams involved with competitions,
particularly to clarify roles and responsibilities, as well as to inform the community as a whole
about the process.
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In addition to the handbook, the competitive sourcing official or his staff was sitting in on all of
the competition teams meetings to facilitate communication among those responsible for the
process, to clarify issues, and to resolve problems or ensure they are addressed by senior
management.

NIH also was making efforts to engage stakeholders at al levels. All of the key people involved
in the process were receiving training on A-76. An interactive web site was established to allow
users to email OMA directly; leadership reported that queries were answered promptly. NIH
began issuing a monthly status report to all EOs letting them know what is going on with all of
the competitions. In an effort to avoid the problems of the 2003 Facilities competition, NIH was
now making an increased effort to include union representatives in meetings during the
preliminary planning process.

Other agencies have taken similar measures to facilitate communications. The Social Security
Administration created a competitive sourcing newsletter and held town hall meetings to educate
staff about the process. The Department of Commerce established a web training module to
perform the dual functions of training employees on conducting competitive sourcing studies and
opening lines of communication to address staff concerns. The materials on the site were made
available to all federal employees as a way to share information and promising practices.

CONCLUDING COMMENTS

The Grants and Facilities competitions in 2003, as well as the successful competitions conducted
in FY 2004, provide NIH with a base of experience with which to move forward in conducting
A-76 competitive sourcing activities. As 2013 approaches—when all commercial functions must
be competed and several functions will have been re-competed (as required every five years)—it
will become increasingly critical to ensure constant and clear communications, solid data
collection, and involvement from NIH leadership.

SCOPE AND METHODOLOGY

The Academy did not study or evaluate NIH’s A-76 processes and has limited this discussion to
areas that most directly relate to the ARAC focus of this report. The information presented here
was gleaned from the Academy’ s work with those implementing ARAC restructurings as well as
from interviews with NIH staff involved in conducting A-76 competitions, including the NIH
competitive sourcing official. Academy staff also reviewed notes and an executive summary of
recommendations from NIH's May 2004 A-76 Lessons Learned Workshop. Additional
information was collected through a literature review including newspaper articles on
competitive sourcing from the Lexis-Nexis database and the web site of Government Executive,
which has archived several in-depth articles in a section of its site devoted to A-76. In addition,
the Academy reviewed reports relating to competitive sourcing published by OMB and GAO
from January 1, 2000, to May 2005.
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IMPLEMENTATION OF NIH BUSINESS SYSTEM:
Key L essons Demonstrated

EXECUTIVE SUMMARY

The new NIH Business System (NBS) seeks to combine the latest technology with proven best
business practices and, as such, represents a fundamental change to NIH’ s administrative support
functions. The Academy has not been involved in NBS implementation and has not reviewed
that project. Accordingly, the information presented in this appendix focuses primarily on NBS
as it relates to ARAC, especialy in terms of lessons about communication and change
management.

NBS Goals and Accomplishments

NIH chose the commercia-off-the-shelf Oracle software package to replace its 20-year-old
outmoded Administrative Data Base. The expectation was that the Oracle system would be
brought online with minimal revisions. However, because the system did not support government
functions as well as originaly expected, the timeline for implementation was significantly
extended, and the NBS project team put considerable effort into identifying and making
necessary modifications to the system.

Largely due to the decision to postpone deployment until the system could be modified and fully
tested, the first two of six modules were deployed in September and October 2003, respectively,
in accordance with the revised deployment schedule. The NBS Project Office was on track to
deploy most of the remaining modules in 2006, but reduced appropriations have delayed
scheduled deployment until at least 2007.

L essons Demonstrated by the NBS Experience

NBS officials point to two key lessons: (1) do not proceed until you are ready, and (2) an
organization cannot have too much communication. An important factor in NBS's progress was
the attention paid to communication and change management. The change-management team
worked in concert with the technical teams to ensure that change management and “people
issues’ were considered along with technical ones.

Although deployment of the first two modules was a major accomplishment for the agency, it
was not without some problems. The NBS project team has benefited from a formal, self-
assessment of its experience with the first two modules. Some of the key lessons learned, and
areas where improvements were being made, include:
e Users of the system must understand that they own the system and must be given—and
must accept—arole in system design and devel opment.
e Change agents can be used throughout the organization to support transition and ensure
information is communicated throughout the agency.
e Training needs to be mandatory and needs to make clear the relationship between the new
systems and the old and new business processes.
e System deployment is only the beginning of implementation.
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INTRODUCTION

NBS is one of the three major restructuring initiatives ongoing in NIH, along with competitive
sourcing activities under the Office of Management and Budget Circular A-76 and ARAC. The
purpose of NBS is to enhance NIH’s administrative support to its biomedical research mission
and to replace aging legacy computer support systems. It seeks to combine the latest technology
with proven best business practices and, as such, represents a fundamental change to NIH's
administrative support functions.

NIH’s experience with ARAC has been tied closely to its experience with NBS. NBS directly
relates to four of the eight ARAC functional areas:. its new automated systems support (or will
support) Acquisition, Facilities, and Finance, as well as the travel administration function of the
Grants most efficient organization. More broadly, the concurrent implementation of the three
major initiatives has implications for the success of each of them. Finally, the lessons the NBS
project team identified in many ways mirror, and confirm, those learned directly from the ARAC
experience.

The Academy has not been involved in NBS implementation and has not reviewed that project.
So, the information presented in this appendix focuses primarily on NBS as it relates to ARAC,
especialy in terms of lessons about communication and change management. It is based largely
on information obtained anecdotally as the Academy worked with the ARAC initiatives, but also
from review of briefing materials and interviews with the Director of the NBS Project Office and
the officials responsible for NBS's communication and change-management programs.

NBS PROGRESS AND STATUS

The NBS Project Office was officially established in May of 2001, after almost two years of
preparation. During that time, NIH conducted requirements studies and chose the commercial-
off-the-shelf Oracle software package to replace the 20-year-old outmoded Administrative Data
Base. The expectation was that the Oracle system would be brought online with minimal
revisons. NBS has six primary modules: finance/budget, travel, real and persona property,
acquisition, supply management, and service and supply fund. The key advantage of the Oracle
system is that it integrates these modules and provides superior report-generating capabilities. In
addition, technically proficient staff and consultants are more readily available to maintain and
operate the new system than the outdated legacy system.

The systems integration contractor was brought on board in early 2001 shortly before the NBS
Project Office was established. Under the original deployment schedule, the first modules were
to be deployed in late 2002, and all six modules were to be deployed by the middie of 2004.
However, the Oracle system did not support government functions as well as originaly
expected—a lesson many government agencies were learning at the same time. Consequently
the timeline for implementation was significantly extended, and the NBS project team put
considerable effort into identifying and making the necessary modifications to the system. New
timelines were established, with the first two modules—travel and finance/budget—to be
deployed in the fall of 2003, and the others pushed back until 2006 or later. Simultaneously with
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development of NBS, the NBS Project Office was cooperating with the NIH team working to
create a new integrated database—nVision—to replace NIH's old “data warehouse” (the
Automated Data Base). nVision will contain data to support NBS and to provide the basis for
periodic and ad hoc reports in support of performance assessment and internal management
controls.

Do not proceed  Largely due to the decision to postpone deployment until the system could
until you are be modified and fully tested, the first two modules were deployed in
ready. September and October 2003, respectively, in accordance with the revised
deployment schedule. NBS officials pointed to this as their most important
overall lesson or best practice, one they found to be echoed over and over again at organizations
they looked to as benchmarks. do not proceed until you are ready. And being ready means not
only having the software ready, but having the organization ready to accept and use it
effectively.

The NBS Project Office was on track toward a goal of deploying three of the remaining modules
in 2006, but, because of unexpected reductions in appropriations for fiscal year 2006, they have
postponed deployment until at least 2007.

COMMUNICATION AND CHANGE-MANAGEMENT EFFORTS

An important factor in NBS's progress was the extensive
attention paid to communication and change
management; an explicit change-management effort, with
a dedicated core staff, is essential to the success of major
systems deployment. A staff of ten (four NIH employees deol {
and six contract employees) has supported development ep.oyment.

and implementation of communication and change-

management plans, aong with many related analyses and
activities. This change-management team worked in concert
with the technical teams to ensure that “people issues’ were
considered along with technical ones, such as data conversion,
in designing and deploying the system modules. Their work
was consistent with activities and approaches widely
recognized as necessary for successfully implementing change,

...an explicit change-
management effort, with a
dedicated core staff, is essential
to the success of major systems

This change-management
team worked in concert
with the technical teamsto
ensure that “ people issues’
were considered along with
technical ones...

especialy in large organizations.

The NBS project team defines change management as an integrated approach to transitioning
employees into a new way of accomplishing work. They prepared an extensive change-
management plan that involves five inter-related activities:

e Communications. The communication plan is directed to al types of stakeholders—
keeping them informed, ensuring two-way communication, and modifying the message
and approach to the needs of different audiences.
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e Workforcetransition: Key activities include a Critical Implementation Issues Summary
and “role-mapping”—to identify the “asis’ and “will be” roles of specific positions with
regard to system execution.

e Training: Training is provided to ensure that staff have the skills necessary to use the
system.

e Evaluation: Data, customer surveys, and other ongoing assessment tools are used to help
determine the success of communications, change management, and workforce
preparation.

e Lessons learned: A one-time, forma assessment is conducted after the transition to
identify improvements needed in the change-management process before the next module
isinstalled.

Some of the key change-management activities performed by the NBS project team were:

e Preparing a stakeholder analysis to identify which employees would be affected and how,
and to identify which communication strategies would work best with each group

e Conducting role-mapping to identify how staff functions would change once the new
systems were deployed

e Providing extensive training to staff responsible for using the new systems

The NBS project team Deployment of the first two modules was a magor
benefited from a formal self- accomplishment for the agency. But it was not without some
assessment of its experience problems. The NBS project team benefited from a formal
with the first two modules. self-assessment of its experience with the first two modules.
The following sections describe some of the key changes the
team has made in response to lessons identified from that experience.
One major lesson underlies all of these efforts: an organization
cannot have too much communication, and leadership needs to play
arolein directing that communication.

...an organization
cannot have too much
communication...

Preparing the Agency for Change

The commercial-off-the-shelf software is designed to encompass best business practices from the
business sector. As a result, agency processes must be changed to effectively use the software.
This, in turn, often results in significant changes to individuals' responsibilities. NBS officias
believe that the agency as a whole (many in management, as well as staff) did not fully
comprehend the process changes that would need to occur. The NBS project team has improved
its approach to focus on ensuring that the new system supports process changes that enhance
completion of the functional tasks, and on communicating those changes better so they will
enjoy greater acceptance.

Stakeholder ownership and input

The NBS project team was seeking to more effectively use stakeholder input to foster ownership
by those who will use the system. The team used a wide variety of groups, for example, teams of
technical experts, teams focused on processes, and advisory committees of high level Office of
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the Director (OD) and Institute and Center (IC) officials, to obtain advice from, and to
communicate to, the community about NBS decisions. But officials believe more should be done
to ensure that the organizations responsible for the functions supported by NBS “take
ownership” of the process and system. They have
learned that users of the system need to understand that
they own the system, and they must be given—and must
accept—arole in system design and approval. For future
modules, the NBS project team has worked to define
better the roles and responsibilities of the “owners’ of the
system and to obtain and use their input more effectively.

...users of the system need to
understand that they own the
system, and they must be given—
and must accept—arolein
system design and approval.

One important step to getting offices to take ownership is the creation of an Acceptance Board
and Acceptance Team for each functional module, with members representing the OD and IC
offices that are responsible for operating and using the system. These groups have been given a
role beyond “advising.” The Acceptance Board, among other things, verifies that process
designs meet business requirements, approves acceptance criteria, and formally accepts the
specific NBS module. The Acceptance Team is comprised of end users who are actively
involved in system design, including participating in development and validation of the detailed
system design and of test scenarios, and then running acceptance tests. The expectation is
twofold that: (1) these, and other steps, will better ensure that the systems and processes work
together to support the administrative functions, and (2) these groups will become active change
agents supporting, rather than merely acquiescing to, the new systems.

A forma “acceptance” process is needed to get things right
before implementation begins. The NBS project team is aso
working with the owners of the processes and systems to
understand existing problems better. Not only will problems in
the existing processes (such as bad data and slow input) not be
fixed by implementing new automated systems, but those problems will cause difficulties that
may appear to be caused by the new systems. The NBS project team is working with the
functional owners of the new modules to identify and correct these problems before new systems
are deployed.

A formal “ acceptance”
process is needed to get
thingsright before

implementation begins.

Use of change agents

NBS officials believe change agents can be more effectively used
to support transitions and ensure that information will be
communicated throughout the agency. The responsibilities of the
many players involved in the change-management process
always included communicating with affected stakeholders and
the community as a whole. For the future modules, however,
Implementation Teams and “1C/OD Advocates,” appointed by
|C/OD leaders, will perform system advocacy and serve as points
of contact to interface with the NBS project team on activities such as “role mapping” and data
conversion. Among other responsibilities, these advocates will be responsible for communicating
about NBS through the entire IC/OD. During earlier efforts, the NBS project team learned that

...Change agents can be
more effectively used to
support transitions and
ensure that information
will be communicated
throughout the agency.
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internal communications were weak in many ICs, and information did not always get passed
down from those involved in NBS to the rest of the organization. As discussed later, the
advocates also have akey role in coordinating training.

Preparing the Staff for Change

Training is a crucial component of change management, ensuring that end users clearly
understand what changes are coming and what the changes will mean for them personally.
Changes have been made to better ensure that al staff receive needed training. The NBS
officias believe staff and IC/OD leadership did not take training seriously enough for the first
two modules. One possible factor they cited was, again, the lack of understanding of how much
processes would be changed by the new software systems. They also noted that the NBS Project
Office did not have the authority to require training or to hold staff accountable for having the
necessary training and skills to effectively use the system. This was a problem in the early
modules, since many staff were initially unable to run the systems by themselves.

Training in the new A; a result, new requ'irements have been estab_lished for future
system will be mandatory training efforts. Tr_al hing in the new system will be mand_atory
for anyone who will use for anyone who will use it. Users will have one opportunity to
it receive free NBS-provided training, after which ther
organizations will have to pay for it on a fee-for-service basis.
Also, the IC/OD advocates will be responsible for certifying that their organizations meet
minimum conditions for training and implementation, including that the entire organization is
properly informed about systems coming online and required training has been received. Any
individual not certified as having completed the required training will be barred from using the
new system.

Also, the NBS project team’s approach to training was being = ...training was being
revised to improve staff members’ understanding of how the new  revised to improve staff
systems relate to changed business processes. Training will put ' members understanding
the new systems into a context of the old and the new processes = of how the new systems
so staff can clearly understand exactly how what they did in the = relate to changed

past will change and how the system supports the new approach. business processes.

Providing Post-Deployment Support

System deployment is only the beginning of implementation. NBS officials emphasized that their

role does not end once the systems are deployed. Among other things, they sponsored post-

deployment user meetings and provided post-deployment hands-on help. For example, the NBS

: project team was expanding the role of Help-Points-of-Contact

System deployment is (HPOCs)—end users who can help as on-site mentors to assist

only the beginning of staff to use the new systems effectively. HPOCs also may be

implementation. important in identifying modifications necessary to keep or get

systems running effectively. These HPOCs will be brought on

board earlier and will be more thoroughly trained in their support functions than for the first two
modules.
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Other Changes

The above sections only briefly highlight the lessons learned and changes being made. The NBS
project team was continuing to improve and refine its approach in other ways. Some of the other
ongoing effortsinclude:

Developing clear role-mapping instructions and starting role-mapping earlier

e Fitting communication methods to the audience, telling each only what it needs to know,
when it needs to know it—to avoid information overload and confusion

e Ensuring communication is in “plain language” and as brief as possible, while still
getting needed information across

e Considering different training venues, such ason-siteinan IC
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MEASURING CHANGE AND PERFORMANCE:
Progress on Sound Metrics

INTRODUCTION

Meaningful, timely, and accurate data—sound metrics—help inform overall management
strategies and alow leaders to move forward more confidently. As the eight ARAC
implementation groups (1Gs) worked to develop and implement restructured and reengineered
organizational processes, NIH leaders wanted to be able to measure the impact of these changes.
The central question to address: Have service levels stayed the same, improved, or deteriorated?
More broadly, what difference has restructuring made, and has it been worth it? Is the new work
more efficient?

In September 2004, NIH formally tasked the Academy with assisting the IGs in developing the
metrics necessary to answer these questions. All eight groups started from different places—both
in terms of the metrics already in use and the extent of change being implemented—and went
about thistask in different ways. Generally, the Academy was tasked with hel ping each group:

e ldentify measures already in use to monitor performance as well as other available data
that could be used for this purpose

e ldentify through internal discussion and external benchmarking additional measures that
could be useful

« Design and agree upon the measures to use to track pre- and post-ARAC performance

The groups were also to identify the data sources for these measures, develop service-level
agreements (SLAS) to formalize roles and responsibilities for them and their customers, and
establish the basis for continuously refining the goals and measures used to assess how well and
how efficiently they are being achieved.

PERFORMANCE METRICS

Table G-1 summarizes the performance metrics that were in use or planned for the eight
functional areas. The status of these efforts varied widely. The information technology (IT)
group reached agreement on a new set of metrics and, as of the summer of 2005, was vetting
them with the Institutes and Centers (ICs). In contrast, the Office of Equal Opportunity and
Diversity Management (OEODM) was working to develop the expertise to establish meaningful
metrics.

The table shows that several functions had no performance metrics prior to ARAC. This does not
mean that the no data were collected, but rather that the data and the means to collect them were
not systematic or uniform across the ICs. Therefore, it was difficult or impossible to establish
baselines and measure the impact of restructuring efforts for these functions.

The Equal Employment Opportunity (EEO) and Finance areas had no metrics beyond legally
mandated requirements—Title VI and VIl complaint processing timesin EEO’s case and yearly
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audit opinions in the case of finance. These were very high level and had limited usefulness for
managing the function or assessing performance. Obtaining performance metrics preeARAC was
a particular problem for the functions that had been highly decentralized (Grants, EEO, Human
Resources (HR), Budget, and IT). While each IC may have tracked the functional performance
relative to its needs, there was no NIH-wide performance tracking. In such decentralized
functions, there is also a strong mistrust of datathat compares ICs.

Some exceptions are the use of customer surveys and balanced scorecards by the Acquisition,
Budget, Finance, and Grants groups, though the instruments varied in their utility. For example,
the Grants measures operated at such a high level that it was difficult to discern individual 1C
issues, whereas Acquisition had more specific metrics. Where strong “customer” relationships
existed—such asin the Acquisition and Facilities functions—existing performance measures will
allow the impact of changes on customer satisfaction to be monitored.

Table G-2 lists in more detail the specific performance metrics and/or operational data available
or under consideration for each group pre- and post-ARAC.

STAFFING AND WORKLOAD DATA

Most of the groups aso needed to develop staffing and workload data, either to meet a goal of
reducing staffing or to generate data to support decisions on how to reorganize. In al cases, the
ARAC IGs had difficulty (1) agreeing on which specific activities and which positions should be
counted in the function, (2) obtaining the necessary data, and (3) overcoming concerns about
comparing 1Cs because of what members saw as fundamental differences in missions and
operations. This was particularly true for the decentralized functions for which NIH had little in
the way of centralized data. The groups also had trouble reconciling data collected for different
purposes at different times.

One group—Grants—made a significant effort to obtain consistent data and to devel op workload
weighting factors to allow analysis of staffing across |Cs that takes into account variations in the
complexity of workloads. The group was careful to ensure that the staffing and workload data
used were available in the agency’ s automated systems. The staffing and workload data will be
updated periodically, and will be shared with ICs for their use in analyzing and changing their
internal staffing patterns and grants processes. The weights the group agreed to were modeled
on factors already in use by one large IC. Obtaining agreement on staffing data and weighting
factors was seen as a major accomplishment for the staunchly independent grants community.

ACADEMY ASSISTANCE

Although the activities varied by group, the IGs and the Academy generaly worked to (1)
identify and benchmark groups’ existing staffing and workload levels and performance metrics
against comparable federal agencies and/or other organizations, and (2) identify additional
forward-looking performance metrics that could be used to measure the impact of restructuring.
After initial benchmarking, several groups worked to develop SLAs and choose which specific
metrics to track.
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The Academy performed staffing and/or workload benchmarking for six of the eight groups.
Acquisition, Budget, EEO, Finance, Grants, and IT. In most cases—due to the differences in
mission, size, and so forth—it was not possible to compare NIH’s staffing with that of other
agencies and determine optimal staffing and workloads. Such comparisons would require
significantly more complex analyses than could be done within the time and resources available.
In the one area—Budget—where the Academy was able to draw some conclusions, NIH was
found to be “in the middle” of a wide range of staffing levels maintained by the benchmarked
agencies.

The following is a brief description of the activities of the Academy and each |G related to this
task order.

Acquisition

The Acquisitions group has tracked customer satisfaction and employee and vendor attitudes
through a balanced scorecard survey for more than a decade. The group also used normal
acquisitions metrics, such as protests and unobligated balances. The Acquisition ARAC group
recommended adoption of SLASs for the seven new consolidated acquisitions centers, which will
include the existing balanced scorecard and acquisition metrics, as well as new lead-time and
business-efficiency measures. The group initially resisted the lead-time measure, but Academy
benchmarking research showing that most other procurement organizations already used lead
time as a measure was instrumental in gaining acceptance.

Budget
NIH’s budget function has long been decentralized and the 2003 ARAC Report recommended

that most of the activities and staff remain in the 1Cs. The Office of Budget (OB) used few
metrics beyond customer surveys. The Academy’s benchmarking determined that none of the
five comparable federal agencies studied had meaningful budget performance metrics. Further,
the Office of Management and Budget (OMB) does not use metrics to evaluate budget offices
effectiveness. NIH’s Office of Budget fell in the middlie of the benchmarked range in terms of
staffing, and its customer surveys were among the better measures. The office may develop
additional metrics for new functions being consolidated.

EEO

The primary metrics available to the EEO group related to maximum processing times for Title
VI and VII non-discrimination petitions. The Academy conducted a literature review and
prepared case studies to identify best practices, performance metrics, and staffing benchmarks
for EEO. Little was found relative to staffing benchmarks or metrics for assessing program
outcomes, such as staff attitudes toward diversity. It did identify numerous best practices and
possible measures of program output, such as agency diversity profiles. OEODM’s Division of
Program Evaluation, is now working on devel oping expertise to create meaningful metrics.

Facilities
The Academy conducted a review of the Office of Research Facilities Development and

Operations (ORF) records to identify existing measurements. Data in two areas—hbuilding
indexing and a senior level customer satisfaction survey—were found to be possible baseline
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measures. ORF also had a large activity-based costing database from which performance
measures could be developed. Following this exercise, the Academy benchmarked facilities
management measures against other public and private organizations. This work took on less
significance, however, because ORF will be required to adopt new metrics in compliance with
upcoming government-wide and DHHS initiatives by the end of fiscal year (FY) 2005. ORF is
also grappling with development of other local business measurements. The Office of Research
Services (ORS) also had existing measures for its conference room management: customer
satisfaction and cost benchmarks. ORS is also considering additional metrics.

Finance

In Finance, some high-level measures, such as yearly audit opinions, existed to aert management
to major problems, but additional measures were necessary to adequately identify problems
before major failures occur and to assess performance over time. The original ARAC report
recommended seven performance metrics. The Academy reviewed these, as well as eight
measures published by the Chief Financial Officer Council and metrics in use by other federal
agencies. As a result of these reviews, the Academy recommended that the Office of Financial
Management (OFM) adopt a total of 24 performance metrics. OFM was reviewing these
recommendations. (See Appendix J.)

Grants

The grants function did not have NIH-wide performance metrics, beyond basic data on the
number of grants and the percent of applications submitted electronically. The Academy
obtained information from several federal agencies concerning how they tracked grants
management performance. Practices at the Centers for Disease Control (CDC) and the
Environmental Protection Agency (EPA) revealed several options for performance metrics,
which the Grants |G was considering.

HR

The Academy’s informal investigation of the HR function at NIH revealed no performance
metrics were being used in any IC, although some data were available on workload and
processing time. A team of staff from the Office of Human Resources (OHR) worked with a
group of six 1C executive officers to determine performance metrics and draft SLAs. The OHR
acting director and the drafting group were finalizing the SLAs to be presented to OHR’s
Strategic Advisory Committee for final approval. The SLAswill include performance metrics for
key HR services, such as benefits, retirement, staffing, and recruitment. While it will not be
possible to determine the impact of change, NIH will now be able to track performance against
agreed-upon standards.

IT

The Academy benchmarked NIH's Active Directory (AD) and Central Network Monitoring
System (CNMYS) against five universities for performance measures and found that NIH systems
are “ahead of the curve” in developing and using standard operating procedures and monitoring
operations. For example, few of the universities had adopted the trouble ticket surveys which
allow NIH to measure the services they are providing to customers. The Academy aso worked
closely with the Center for Information Technology (CIT) and the ICs to develop SLAs and
performance metrics for the AD and CNMS. These were being vetted with the 1Cs during the
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summer of 2005. Since baseline data were not available for the new measures, the IT
implementation group agreed that performance standards would not be set until data have been
collected for more than six months.

CONCLUDING COMMENTS

In most cases, only minimal information will be available to quantitatively compare pre- and
post-ARAC service levels. In afew cases, customer surveys and balanced scorecards will help
monitor the impact of change. Additional efforts to improve measures and implement SLAS are
expected to place the agency in a stronger position to track performance and improve services.
But, as NIH continues to deploy NBS and other new IT systems, and to develop new databases
such as nVision, it is imperative that they provide the results-oriented information and
management reports needed to support ongoing performance assessment and sound management
controls.
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SUMMARY:
UNANTICIPATED SHIFTSIN NIH ADMINISTRATIVE WORKLOADS

ADMINISTRATIVE CHANGESARE SHIFTING WORK TO ADMINISTRATIVE
OFFICERS

Over the last four years, change has been the order of the day for administrative services at the
National Institutes of Health (NIH). It has been precipitated by many factors. Some change is
the direct result of NIH initiatives, such as the Director’s Roadmap and the NIH Business System
(NBS) initiative. Other change is driven by the President’s Management Agenda (including the
A-76 competitive sourcing program), and more is driven by various initiatives under the “One
HHS’ initiative that included consolidation of many administrative services. The varied
purposes of these changes included the desire to shift resources from administration to science,
improve efficiency and effectiveness, and, in some cases, establish greater oversight in functions
with perceived problems.

These changes are touching everyone working at NIH. However, one group was thought to be
affected more than others—the Administrative Officers (AOs). So, it was not surprising when a
group of AOs suggested to the NIH Deputy Director for Management (DDM) that there had been
a dramatic, cumulative impact on the AOs as a result of all of the administrative changes that
were occurring. The demands being placed on them had increased significantly.

The DDM redlized there had not been any systematic examination of these impacts, and asked
the Nationa Academy of Public Administration (the Academy) to examine the impact of the
administrative changes on the AOs, including:

An inventory of the changes that have increased AO workloads
A listing of specific tasks for each of these change areas
An indication of how these new tasks have changed the qualifications for the AO
positions
e Anindication of how the AOs were coping with the added duties

PURPOSE OF THISREPORT

This report describes a survey conducted in response to the AOS' request to find out more about
the cumulative effects of administrative changes on their workloads. It aso describes a
supplemental survey of executive officers (EOs) and science directors (SDs) in the 27 individual
Institutes and Centers (ICs) that constitute NIH. The EOs and SDs do some similar tasks to the
AOs, who report to them. So, EOs and SDs are exposed to many of the same workload shifts
that affect AOs.
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ADMINISTRATIVE OFFICERSLINK SCIENTISTSTO ADMINISTRATIVE
SERVICES

At the NIH, AOs (GS 341 job series) are the primary interface between the scientific staff of the
Institutes and Centers (ICs) and NIH administrative specialists—human resources, Equal
Employment Opportunity (EEO), facilities management, budget, grants, contracts, and others—
who have authority for each of the areas of administration.

To understand this essential nexus between science and administration, it is important to
understand the basic role of the AO at NIH. The agency attracts high quality medical and
scientific staff to carry out its mission through world-class intramural and extramural research
programs. To meet these goals, 28,000 people earn their living a NIH on any given day.
Approximately 65 percent are regular federal employees and 35 percent are contract employees
and numerous other categories of non-FTE employment, including visiting fellows. These
people carry out their missions in millions of square feet of laboratory and office space, and they
require various support services to successfully contribute their expertise to NIH research goals.

Support for NIH workers is provided by administrative specialists who are experts in their field.
In this environment, expert medical and scientific staff must work with experts in administrative
disciplines to purchase supplies, promote employees, renovate space, complete travel expense
reimbursement vouchers, and perform other administrative tasks.

The AO position evolved to support mission-critical scientific tasks and connect scientific
experts to administrative experts. The fundamental responsibility of an AO isto bridge the needs
of their organizations with the legal and procedural administrative requirements of laws and
regulations, and to help scientists navigate the bureaucracy to implement their mission in a
timely manner.

The AO’s role varies depending on whether the AO is serving an intramural or an extramural
program, a large or small 1C, or some other constituency. AO roles aso change depending on
the “on-site” availability of the administrative specialists who have authority to provide various
administrative services. When the HR functions were decentralized to the ICs, and the ICs could
staff that function to meet their own needs, the central HR responsibilities and those of the AOs
were diminished. The AO’s HR role ebbed and flowed, depending on a variety of factors
mentioned above. The one constant, however, is that when something non-scientific needs to be
accomplished and no one knows where to turn, they call an AO. Most AOs have earned a
reputation for their ability to make things happen. The AO community has become the essential
lynchpin in moving the NIH mission forward, regardiess of whatever administrative changes
have occurred.

ADMINISTRATIVE AREASWHERE WORKLOADSARE SHIFTING
The Academy worked with the Co-Chairs of the Intramural AO (IAO) group and the Extramural
AO (EAO) group (the Co-Chairs) to plan and implement this effort. The group identified 18

administrative areas in which AO workloads had changed or are anticipated to change. Brief
summaries of the 18 areas are presented in alphabetical order in Box 1.
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Box 1: Administrative Areasin Which Workloads Are Shifting

A-76 MEO (DEAYS): implementing the most efficient organization (MEO) that was established to handle the
receipt and processing of research grant applications following an OMB Circular A-76 competition.

A-76 Studies: the identification of all functions and individuals associated with the functions considered to be
subject to the A-76 competition, development and pursuit of competitive proposals, and the implementation and
maintenance of the Commercia Activities Tracking System (CATS) inventory.

Acquisitions: all activities related to the purchase of supplies, equipment, and services, e.g., procurement, use of
purchase cards, etc.

Budget—administration: all of the administrative work typical of a budget office.
Budget—new systems:. learning and using the new automated systems supporting the budget function.

Director’s Roadmap: a variety of new budget formulation and execution responsibilities associated with the
crosscutting research mission areas identified by the NIH Director’ s strategy.

EEO: the functions left behind in the | Cs after EEO staff and functions were consolidated into a central office.

Ethics. the increased oversight on ethics-related issues at NIH to tighten up compliance and reduce abuses of the
rules.

Finance: most of the transactional processing of, and accounting for, disbursements of funds using new software
systems.

HR new and frequently changing administrative processes and procedures related to the review and
approval of GS 14 and 15 positions, advertising vacancies, changing Title 42 pay settings, and other matters.

HR new softwar e: the six new HR related systems introduced NIH-wide over the past few years.

HR work returned without resources: the work, both HR related and non-HR related that the HR specialists
used to handle in the 1Cs but no longer perform in the consolidated organization.

Visiting Program: the HR support services for foreign scientists with five years or fewer of post-doctoral
research experience.

Information Technology: a cross-cutting area that includes all of the IT consolidation efforts implemented
across NIH, such as help desks, e-mail systems, and network monitoring.

Management Controls. a cross-cutting area covering new controls that NIH and the Department are imposing
to increase oversight of administrative functions and reduce losses and risks.

Space Management: the work associated with leasing, managing, and renovating space.

Travel—administrative clearances. the work surrounding additional clearance requirements imposed as a
result of terrorism and other concerns.

Travel new systems (GELCO): learning and using the automated GELCO system for the preparation and
approval of travel orders and vouchers.
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DESIGN OF THE TWO SURVEYS

Because so many of the AOs were potentially affected by these administrative changes, the Co-
Chairs and the Academy agreed to survey everyone at NIH (other than executive officers)
classified in the GS 341 series. In addition, the Academy added others from the NIH community
who were doing AO work, but who were not classified in the GS 341 series. The total
population surveyed was 440 employees. This is believed to account for all NIH staff engaged
in administrative officer work at that time. Since this survey covered the whole universe, no
statistical analysis of sampling error was needed.

The survey instrument, designed specifically for this task, was made available to this group
online to get their perspectives on the areas increasing their workload, the coping techniques they
used to deal with the increased work, the specific tasks they are responsible for, and the impact
these changes have had on the qualifications needed to perform their jobs. The survey also asked
for demographic information regarding the work environment of the responding AO—including
the IC they work in, mission of the areas they service, size of population served, and years of
experience—to determine if these demographics affected the responses to the survey questions.

The respondents were a so given three open-ended questions:

e Please describe how the qualifications for your job have changed.

o Please explain the effect each of these areas (the top five) has had on your workload.

e Do you have any suggestions for how to reduce your workload?
A similar, but somewhat shorter, survey was designed in consultation with representatives of
EOs and SDs, and was administered to al 27 of both types of these officers in the ICs shortly
after the AO survey was completed. Results of the EO/SD survey are presented following results
of the AO survey.
AO SURVEY RESPONSE RATESWERE HIGH AND REPRESENTATIVE

The 70-percent response rate to the AO survey was outstanding. A brief summary of the major
demographic findings follows:

e The scope of AO responsihilities varies, depending on the ICsin which the AO works.

e The areas of work that respondents most frequently identified as one of their
responsibilities are:  HR work returned, new HR administrative procedures, new HR
software, new travel system, budget administration, budget systems, acquisitions, and
new travel administrative clearances.

e The areas of work that respondents most frequently identified as “not one of their

responsibilities’ are: Director’s Roadmap (possibly impacting only higher level staff), A-
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76 MEO (clearly focused on the extramural staff), A-76 studies (just getting started in
certain areas), and EEO (traditionally not an administrative officer function, although this
may change as a result of the recent consolidation of the EEO staffs being implemented
at the time of the survey).

e All ICs except one are definitely represented in the response pool, but 11 respondents
failed to identify their IC soit is possible al are included.

e Theresponserate for ICs closely parallels their representation in the NIH AO popul ation.

e Themagjority of respondents identified themselves as AOs (58 percent), followed by
Supervisory AOs (19 percent), and Principal AOs (12 percent). The remaining 11 percent
identified themselves as “ other,” reporting avariety of different organizational titles. e.g.,
management analyst, deputy ARC manager, deputy executive officer, etc.

e Fifty-nine percent of the respondents worked in an intramural environment, 43 percent in
an extramural environment, and 13 percent in the Office of the Director (OD). (Forty
percent of the respondents worked in more than one environment, which accounts for the
total equaling more than 100 percent.)

e AOs reported serving anywhere from 25 or fewer people (4.6 percent) to more than 500
(3.5 percent). The majority of respondents (51.4 percent) with the title of administrative
officer served from 26 to 100 people.

e On average, IAOs serve more people (76-100) than the EAOs (51-75). The median
response for AOs also was higher (101-125) than EAOs (76-100).

e The AO community is a very experienced workforce. Eighty-six percent of the AO
community has a minimum of 6 years of administrative experience, and 27 percent have
more than 16 years of experience.

e Asagroup, the Principal AOs appear to be the most experienced in the AO community
(89.1 percent have more than 11 years of administrative experience compared with 75
percent of the Supervisory AOs and 68.8 percent of the AQOs).

Taken together, this information suggests that the survey response rate is not only representative
of the IC population of AQOs, it is also representative of al of the magor factors that together
distinguish the various AO working environments. The data suggest that the AOs reside in a
variety of work environments, so care must be taken not to over-generalize from the information
presented in this report. Therefore, most of the data collected are examined against these
demographic variables to determine how, if at all, the variables influence AO responses to the
survey.
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AO SURVEY FINDINGS

The survey responses provided ample information to answer the DDM’s questions concerning:
areas causing increasing workload, coping techniques being used, specific tasks involved, and
impact on qualifications. The open-ended question responses provided a wealth of additional
information about impacts on programs and people, and suggestions for improvements. A
summary of survey results follows.

Administrative Areas Causing Most Additional Work for AOs

The survey confirmed a significant shift in workload burden to the AO community
at NIH as a direct result of the major administrative changes that have occurred in
the past few years. AO workloads have increased and the nature of the work, as
well asthe qualificationsto perform it successfully, have changed.

All 18 of the administrative areas have caused increases in workload to some positionsin
the AO community.

The number of AOs reporting workload increases varies by administrative area, from 45
(Director’s Roadmap) to 221 (HR work returned to the IC).

The mode (most frequently occurring) responses revealed workloads were increasing in
nine administrative areas.

A-76 MEO

A-76 studies

Ethics

HR returned to IC without resources
HR new software

HR new administrative processes
Management controls

Travel new systems

Travel administrative clearance

©COoONO~WNE

With the exception of the moderate effects described below, the demographic
characteristics had little effect on how the respondents answered the “increased
workload” question.

o Theingtitute that the respondents serve had a moderate effect on their assessment of
workload across all nine areas.

o The mission a respondent serves (intramural, extramural, Office of the Director, or
mixed) had a moderate effect on their assessment of A-76 MEO workload.

o Size of the population served and years of administrative experience at NIH both had
amoderate effect on respondents’ assessment of ethics workload.
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o Organizational role (level of job responsibility) had a moderate effect on HR work
returned to the IC and new travel systems.

e When identifying the areas most responsible for causing an increase in workload, the
AOs, the Principal AOs, and the Supervisory AOs all agreed on the top four sources. HR
work returned to the ICs; new HR systems, new HR procedures and processes, and new
travel systems.

e Ethics was the next highest area identified by the Principal AOs and the Supervisory
AOQOs, while “travel administrative clearances’ was the next highest for the AOs.

e Sixty-one percent of EAOs reported the A-76 MEO as contributing to their increased
workload, compared to only 5.2 percent of the IAOs.

e The mode response of “workload stayed the same” was found in eight areas:

Acquisition

Budget administration
Budget new systems
EEO

Finance

Visiting program
Information Technology
Space management

N O~WDNE

e Differences in demographics had some “moderate” or less significant effects on
responses in these eight areas, as presented in Appendix D.

The timing of this survey likely contributed to the survey responses in several areas. The fact
that several of the administrative change areas were only recently accomplished (EEO and IT)
and several more are scheduled to be implemented in the near future (acquisitions, budget—new
systems (UFMYS), space management (MEO implementation)), suggest that the full impact of
these changes on the AO community has yet to occur.

Coping Techniques Being Used

Respondents who indicated there had been increases in workload were asked to indicate how
they were coping with this added burden, selecting one or more from the following: compensated
overtime, uncompensated overtime, postponing other work, lowering the quality of other work,
reassigning work to others, absorbing the additional work by improving their own efficiency, and
“other” (the respondent was then asked to specify what these were). Responses indicate that:

e Thetwo top mechanismsreported for dealing with additional work are “ postponing
other work” and “uncompensated overtime.”
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e All of the other coping mechanisms are reported being used throughout the ICs, but to a
lesser extent.

¢ Theleast-reported coping mechanism is “compensated overtime.”

When examining the responses across all 18 of the change areas, similar patterns emerge:

The most prevalent coping mechanisms reported by AOs for all 18 administrative areas
were “postponing other work” and “uncompensated overtime.”

e The proportion of respondents identifying “eliminate/delay other work” ranged from 38
percent (Director’s Roadmap) to 61 percent (for new automated systems in both HR and
Travel.)

e The proportion of respondents identifying “uncompensated overtime” ranged from 35
percent (IT) to 86 percent (HR work returned to the ICs).

e Compensated overtime is the least often used technique, with the range among
administrative areas from zero for IT to 7.4 percent for acquisitions.

Impact of New Work on AO Qualifications

The majority of respondents (55.6 percent) said that the additional workload had an impact on
the qualifications for their job; 29.6 percent said it did not, and 14.8 percent did not answer. Of
those who responded to the question, 65 percent believed the changes have impacted job
qualifications; 35 percent believed they had not.

Responses to Open-ended Questions Expand on Survey Findings

The open-ended questions allowed survey respondents to provide comments and details to
identify the specific added tasks for each of the administrative areas reported to have the most
impact on increasing workload. These areas include: HR work returned to the ICs; HR new
automated systems, HR new administrative procedures; travel new systems; travel administrative
clearances; ethics, and A-76 MEO (DEAS). The detailed reports provided in Appendix C [of the
Administrative Workloads report] include brief summaries of the voluminous comments received
from the survey respondents—including those which identified the new specific tasks involved,
some of the perceived effects of this added burden, and some suggestions for dealing with the
added workloads.

Four Main Patterns Provide Insight into Impact of Change on AOs
The Academy study team observed four main patterns with some possible cause-and-effect
relationships between types of changes and the types of potential impacts on the AO community.

These four patterns, which are discussed below, provide insights concerning the nature of
administrative changes and how they have or may affect the AO community.
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Consolidations: The NIH consolidations (HR work returned, IT, EEO, DEAS, and space
management) have or may in the future take administrative specialists out of the ICs, making
them less accessible to the AOs or other IC staff (due in some cases to their new location), and
may result in reduced numbers of specialists. AOs report that these consolidations have:

e Blurred the division of responsibilities between the ICs and central offices.

e Caused AOs to take on administrative tasks left behind when administrative specialists
were relocated.

e Left unclear, in many cases, how and by whom the work should be handled.

¢ Added to confusion by seldom communicating a systematic and clear message about
division of responsibilitiesin the consolidated organizations and the I Cs.

These reported effects appear to have occurred with the HR and DEAS consolidation efforts.
The EEO consolidation was just beginning at the time of this study and there had been serious
attempts to ensure that some of the difficulties of the HR and DEAS consolidations were
avoided. (Note: At the time of this review the Acquisitions consolidation was still in the
planning stages and the management involved was also attempting to avoid these aspects of the
prior consolidations.)

New Administrative Systems. In a short period of time, numerous new automated systems—
such as Travel, HR, Grant Processing, and Budget—were implemented throughout NIH. The
AOs report that many of the new systems increased their workload as well as that of the
scientific and program staff. From their perspective, implementation would proceed more
smoothly if AOs and/or their supervisors were more involved in the design of the systems and if
more rigorous testing were performed prior to deployment. In the AOs opinion, this would
minimize the amount of time needed to master the use of the new programs.

Increased Oversight and Control, and New Top-Down Initiatives. The new initiatives and
requirements introduced over the last few years are reported by AOs to reflect a top-down
management philosophy that stresses efficiency, accountability, and quick results. Eight of the
18 administrative areas covered in this report fell into this category, including: management
controls, travel clearances, ethics, HR visiting program, HR new procedures, finance, A-76
studies, and the Director’'s Roadmap. To the AOs, these areas represent new, additional work
that differs from the added work of consolidations and new administrative systems—which
simply represented different ways of doing prior work. In these new areas, the work itself is
new. For example, the nature of the clearance requirements for the visiting program was changed
significantly as aresult of the 9/11/01 terrorist attacks. The requirements for DHHS clearances
of both domestic and international travel have added more reviews throughout NIH and at the
DHHS level, as part of the “One HHS’ initiative.
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With many of these changes, the AO community has been called on to:

Research and learn new rules, regulations, and policies that have been implemented

Get involved in NIH mission/program work in the areas of ethics, the Director’'s
Roadmap, and A-76 studies

Become knowledgeable about the legal and policy requirements and the programmatic
implications of approval and disapproval decisions, so they can advise program officials

Provide management analysis, including collecting data, analyzing it, and reporting their
findings to higher authorities

Crosscutting Impacts on Managerial Responsibilities and Qualifications. The AOs aso report

assuming additional manageria and leadership tasks along with new managerial skills needed to
“make things happen,” such as:

Negotiating for administrative services for their IC with staff in other organizations not
reporting to their IC

Multi-tasking and often juggling competing program priorities
Trying to do more with less
Helping to manage conflicts that arise in their work environment

Handling aspects of the contracting process, including assuming project officer
responsibilities for contract servicesto assist the ICs

To cope with these new tasks, the AOs identified additional qualifications that they believe are
now necessary to successfully accomplish AO work. These were described by AO comments
such as:

To be an AO you must have many traits to succeed: Patience; versatility; knowledge of
everything, or at least know where you can go to get the information; and the ability to
create a network of resources, anayze information and interpret policy, and be detail-
oriented and a forward positive thinker.

We must continually use analytical, organizational, and managerial skills to handle
situations that are much more complex.

We have to have greater expertise in connecting the dots to make things happen, and
thereis an increased need for communication skills and flexibility.

H-14



APPENDIX H

Due to increased responsibilities and the need to multi-task at a faster pace, the position
of AO requires someone who can quickly grasp new policies and procedures and
integrate them into his or her daily work schedule.

If you are not hugely persistent or intuitive, it is easy to accept an incorrect response and
proceed in the wrong way.

The Academy study team recognizes that a much more detailed analysis would be necessary to
make conclusive findings in this area. It is instructive however, to recognize and attempt to
incorporate this kind of information as feedback on past changes as well as for future decisions
based on the widespread input received in this survey.

A SUPPLEMENTAL SURVEY VALIDATESTHE AO SURVEY

The responses from the supplemental EO/SD survey strongly support and expand on those from
the AO survey. The EOs/SDs provided an |C-wide perspective on which IC staff have had to
assume increased work and how the administrative changes have otherwise affected the ICs.
They also confirmed A O responses concerning coping techniques.

The EOY/SDs reported that the AO workload has increased more than any other positions
inthe ICs. In addition, out of the four top administrative areas that EOs/SDs reported as
having increased workload the most in ICs, they identified AOs as being the most
affected in three of the areas — HR work returned, HR new software, and A-76 MEO —
and as the third most impacted job seriesin the fourth area— ethics.

The EOs/SDs aso reported that the administrative changes have slowed down and
lowered the quality of services, damaged staff morale, worsened customer service, and
made management more difficult.

The administrative areas that EOs/SDs most frequently identified as having negative
effects on the ICs are HR work returned, HR new software, ethics, A-76 MEO, and A-76
studies. Not surprisingly, these are the areas that EOs/SDs aso ranked highest in
increasing workload in their I1Cs.

Few respondents reported positive effects of any of the administrative changes.

The EOS/SDs aso reported information about other groups of employees who are taking
on added workloads in these administrative areas. The respondents most frequently
identified the following groups of employees as having their workload increased: EOs,
supervisors (non-scientific), supervisors (scientific), support staff, extramural scientists,
and SDs. Due to the broad impact of all ten administrative areas on these groups and the
frequency of being identified, these are likely the types of employees, after the AOs, who
have assumed the most work in these administrative areas.
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SUGGESTIONS FOR EASING THE IMPACTS OF NEW WORK

Responses from both surveys suggest that the AOs are the NIH employees who have been most
impacted by the increased workload in the ICs. The Academy team found a doubling of the rate
of turnover of AOs leaving NIH through retirements or otherwise during the height of all these
administrative changes.

The AOs aso offered positive suggestions for change, including the following general
suggestions about planning for administrative changes:

e There should be a deliberate and thorough review of the current division of
administrative responsibilities and the new division of responsibilities. This review
should produce clear instructions and guidance on how things will be different, including
processes, procedures, and staff responsibilities. Representatives of all affected staff
should contribute to this review. When staff receive additional duties, it should be clear
which duties they are no longer expected to do or can give lower priority.

e When technically feasible, new administrative programs, processes, and systems should
be pilot-tested at least once prior to full implementation, and more times if kinks need to
be worked out. This will provide an opportunity to work out problems and make
revisions to ensure the end goal of the change is achieved.

o All staff affected by the changes should receive appropriate and timely training. In
addition, it is important that they have the necessary tools to implement the change,
including instructions, guidance, regulations, and forms.

e A complete assessment of the qualifications needed to assume new responsibilities
should be carried out prior to making changes.

e Management should ensure that the administrative changes are clearly communicated to
all affected staff.

The respondents recognized that the level of advanced planning that they recommend will
require additional resources. While this report is not intended to quantify the impacts of these
changes, such quantifications clearly will be needed in the future. The Academy study team
suggests the following two examples of potential starting points for future resource analysis.

1. The new consolidated HR environment. According to data collected for a separate
Academy study, NIH employed approximately 450 FTEs in the ICs and in the OD to
provide HR services before the consolidation. Since consolidation, most of those same
functions and services are being performed in the Office of Human Resources (OHR)
under a DHHS-imposed FTE ceiling of 256 FTEs. This significant reduction in HR
personnel may be related to the fact that the survey respondents identified three HR
change areas among the top five areas that have increased their workloads.
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2. Relationship of the growing service area for AOs. The second area is the growth in
the overall NIH employee population. It is important to recognize that the AO
community provides services and support to everyone in its work area, including FTE
employees as well as non-FTE employees and contractors. The NIH census indicates that
the growth in the number of contract employees grew from 3,348 to 5,978 (a 79 percent
increase), a far greater growth in service population that that of the general NIH
workforce.

Thisrate of growth for population served, coupled with the added workloads from the
administrative changes, has had a significant impact on AO resources. The degree of impact,
however, may vary by 1C and is something to consider.

ACADEMY OBSERVATIONS
Asaresult of this study, the Academy staff study team offers the following observations.
e Dueto the nature of the AO positionin ICs, it is reasonable to predict that whenever there
is a significant change in administrative practice, policy, or procedure, the AO

community resources will be impacted.

e Change designed to improve efficiency and reduce cost often increases costs during the
transition process.

e |t would appear that the volume of change that has occurred in administrative areas at
NIH in such a short period of time may have exceeded the NIH and AO community’s
capacity to absorb the changes effectively. The impact may be adversely affecting the
NIH Mission.

e Better planning and preparation could improve the implementation and acceptance of
future administrative changes.

e For future changes in NIH administrative programs, transitions would be smoother and
more likely to meet the transition goalsif there is a systematic pre-transition review.
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l. EXECUTIVE SUMMARY

This study was requested in December 2004 by atask order issued to NAPA by the NIH Deputy
Director for Management (DDM). This study has three primary purposes. 1.) To review the
three central organizations at NIH (OHR, OSMP and ORS) reporting to the DDM that have
major HR responsibilities; 2.) To identify and document the extent to which the delivery of HR
services at NIH is inhibited or enhanced by the current organizational structure and divisions of
responsibilities; and 3.) To review how other Federal Agencies organize their HR responsibilities
and provide the DDM with organizational options to improve the delivery of HR services at
NIH.

The study relies largely on the NAPA study team’s research combined with interviews of staff
and management of the three organizations as well as Executive Officers, Administrative
Officers, and Senior Scientific Staff of the ICs. In total, 34 people were interviewed.

Current NIH Workforce

The NAPA report begins by examining the current workforce employed by NIH and how that
workforce appears to be changing over time. Principal findings here indicate that the
composition of thisworkforce is changing. Decreases are occurring in the Commissioned Corps,
SES, Wage Grade and part-time populations, while increases are apparent in the Title 5
(GS/GM) jobs and Title 42 special status employees. In addition, more than 35 percent of the
approximately 28,000-person workforce at NIH are not regular government employees
(including contractors and Non-FTE employees).

Current NIH Organizational Structurefor HR

Next, the report reviews the organizations at NIH that have HR responsibilities and identifies
which employees they serve. It finds that not all HR responsibilities are in the three
organizations under review. Examples include equal employment opportunity, diversity
management, and training responsibilities. The report also identifies HR functions that do not
appear to be performed to any extent by a central NIH organization, such as recruiting.

Taken together, these findings show a very complex HR environment at NIH. The structure
includes a wide variety of pay systems, uneven services to workers, and a patchwork
organizationa environment. The three organizations that are the subject of this report, together,
generaly provide HR services only to the Title 5 and some of the Title 42 employees at NIH,
plus specialized servicesto visiting fellows from other countries.

The report also traces the evolution of the HR service organizations at NIH over the past 30
years. The magor changes identified have affected HR services for the Title 5 and Title 42
workforces, which make up most of the civilian government employee workforce. Radical
changes have occurred in the organizational responsibilities for serving these NIH populations.
After being ailmost totally centralized in the early 1970s, the ICs experienced a period of over 25
years of increasing decentralization of the HR responsibilities. By 2001, just before the
consolidation, every institute at NIH had its own HR office, staffed to meet its own unigque needs
and with delegated authorities to meet most of those needs. At that point the ICs had been
provided on-site HR servicing for more than 30 years. They also had organizationa
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responsibility for their own HR needs for ailmost two decades. In October 2002, centralization
began under Secretary Thompson's One-HHS initiative. The NIH's 27 HR offices were
consolidated into one—the Office of Human Resources (OHR)—in October 2003, by
transferring all professional HR employees from the ICs to OHR and reducing the total FTEs by
almost 200 to a DHHS mandated ceiling of 256. These changes have had significant impacts on
the NIH.

I mpacts of the 2003 HR Consolidation at NIH

The interviewees for this study took the opportunity to comment on the consolidation impacts in
addition to the organizational structure issues being studied by NAPA. The interviewee
comments covered nine major Concern Categories:

Lack of Role Clarity

Senior Level Recruitment

Loss of On-site HR Services

Problems with New Automated HR Systems
Culture Change

Reduction in HR Capacity

Priorities for What Needs to be Done
Communication

Need for Organizational Change

Each of the areas is defined in the report and the interviewee feedback in each area is
summarized. There is general agreement about these concerns from all interview groups.
Executive Officers, Administrative Officers, Scientists, and the staff and managers of the three
target organizations. Many of these concerns can be traced back to changes resulting from the
consolidation and subsequent reduction in resources available to handle HR support. Others are
directly attributable to the fact that there was little time or flexibility afforded to those
responsible for this consolidation to prepare the NIH community for the mandatory changes. In
addition, the new automated systems that were also mandated significantly changed how
business was done, even as the HR staffs needed to support them were no longer as accessible to
managers and employees in the ICs. As aresult, frustrations grew and working relationships in
the HR functions deteriorated.

Potential Non-Organizational |mprovementsin HR Services

The report identifies 18 actions that could be taken now to deal with most of the problems
identified by the interviewees. In most cases, few additional resources would be needed to
implement these actions, although any resource demands added to the OHR at this point are
likely to decrease effortsin another area. 1n some cases, joint efforts between the centralized HR
and decentralized I1C staffs would be needed. These actions, while addressing many of the
concerns raised about HR services, would not address the cultural and organizational concerns
identified by many of the interviewees.

One final non-organizational finding from the interviews is the clear perception among all parties

that the 2003 consolidation and related matters caused a significant shift of administrative
workloads and responsibilities. The perception is that much of the work previously undertaken
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by the HR staffs in the ICs has now been shifted to non-HR staffs in the ICs, including the
Administrative Officers and, possibly more significantly, the scientific staffs (at the expense of
their primary research missions). This study was not designed to collect quantitative data on
workload or the shift in workload, but such a study may be needed.

Some Fundamental I ssues

If the goal of centralizing and reducing administrative FTE support was to increase the resources
available for research, the perceptions of many of those interviewed raise doubts about whether
that desirable goal is being met. Many of the research managers interviewed were clear about
how much more of their timeis now devoted to administrative work previously done for them by
no-longer-available administrative staffs. If the interviewees perceptions are correct, this
unintended outcome of consolidation suggests a need to rethink the administrative structure at
NIH.

Alternatively, more change-management work by NIH may be necessary to help the affected
scientists, particularly those in management positions, to adjust more efficiently to their new
work setting. Clarifying and resolving this important area—through the devel opment of a shared
vision—might be an essential first step to begin managing expectations about the level and type
of administrative support that can be provided. The report discusses this matter and how this
cultural change may lead to other decisions about resources and priorities.

Organizational Options

The five Organizational Options presented in this report derive from combining inputs from
multiple sources including: the interviews, the review of how other Federal Agencies organize
their HR responsibilities, and independent research.

The interviewees' suggestions came largely from a few Executive Officers and staff members of
the three target HR organizations. In many cases, the suggestions were conflicting, e.g. some
argued the Employee Relations functions should be transferred back to the Client Services
Division, while others argued that it was working better since it was separated.

For comparison, the report reviews how other agencies organize their HR services. The Food
and Drug Administration and Center for Disease Control’s HR organizations are examined first,
since they are also in DHHS and are subject to essentially the same consolidation and IT systems
mandates. The key issue is to determine how they divided up their HR responsibilities between
their OHR-equivalent centers (that now report to the DHHS) and other organizations (like
OSMP) that were set up to handle additional HR work not incorporated into the standard
departmental template. No single method was found. The differences appear to relate to
whether the certain functions will be handled within their OHR equivalent organization with its
prescribed FTE ceiling. Different agencies handle the CO function, the workforce planning
function, the security function, and the transition center functions in different ways. The
similarities and differences are described.

The non-DHHS Federal agencies reviewed included: the Environmental Protection Agency, the
Agricultural Research Service of the U.S. Department of Agriculture; the National Institutes of
Standards and Technology of the Department of Commerce; the Kennedy and Goddard Space
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Centers of the National Aeronautics and Space Administration. The report compares each of
these reviewed agency’s HR organizational structures to the division of responsibilities between
the three target NIH HR organizations.

These agencies were selected because of their scientific missions and the expected diversity of
scientific disciplines within their employee populations. Although some resource information
about these agencies and their HR organizations were collected and are presented in the report,
many differences made comparisons difficult. First, no evidence was found to enable a
comparative assessment of efficiency or effectiveness of the HR programs. In addition, the
functions considered to be “HR” differ dightly from one agency to another. It is aso important
to recognize that the trend across Government is towards centralization of at least some of the
HR functions; the disagreements appear to be more associated with which functions to centralize.
The competing priorities of centralization to achieve economies of scale vs. the need to maintain
the strategic relationships between HR professionals and the programs they serve as envisioned
by the Human Capital Officer Act, are also discussed.

Some of the major differencesinclude:

e Degree of centralization (DHHS-CDC/FDA) vs. decentralization (NASA, EPA, NIST
and ARS).

e A clear structure to support the new Human Capital Officer (HCO) role (EPA, NIST,
ARS) vs. no-HCO role (NIH, NASA).

e The degree to which employee benefits and employee relations services are combined or
separated from other HR operations: combined (NASA-Kennedy), separated (NIH,
NIST) partial- separation (EPA).

e The organizational location of an Executive Resources component: highly placed
separate organization, (EPA, ARS, NIST) vs. buried in lower organizationa levels (NIH,
NASA).

e The combination of strategic planning and the data analysis capability to support it
(separated at NIH, combined at NASA Kennedy and Goddard, ARS, NIST, and EPA).

The report ends with the presentation of organizational options for the DDM’s consideration.
The options build upon each other for presentation purposes, but in reality, the proposed changes
can be intermixed. The first two options would meet the NAPA understanding of the DHHS
mandated organizational structure for the OHR. The last three would modify existing
understandings. In brief, the five options are:

Option One: Appoint a Human Capital Officer (minimum change option): Under
this option, OHR would remain consistent, in terms of servicing ratios, with the other
three HR servicing offices of DHHS (for Rockville, Baltimore, and Atlanta) and would
maintain the status quo on functions performed or not performed.

Option Two: HCO Plus Minor Structural Changes in HR Responsibilities. Under
this option, it is assumed that the changes envisioned under Option One are in place or
being implemented. The changes in this option are additive and not independent from
Option One. Under this option, most of the organizational changes identified from the
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interviews would be implemented, except those that would alter the OHR structure from
what the DHHS model prescribes. The following organizational changes would be made:

e Move the Transition Center out of OSMP and the Human Resource Advisor
(HRA) role out of OHR and merge the two functions reporting the Human Capital
Officer.

e Establish anew HR Policy Officein the Office of the Director, OHR.

e Establish a new Executive Services Group

e Expand the training function of OSMP to include the Enter on Duty (EOD)
Orientation

Option Three: Merge the OHR and OSMP: This option would modify the OHR
structure by beginning the process of merging the OHR and OSMP. The Human Capital
Officer would head the new OHR and all of the operating divisions of HR would report
to that individual. The new relationships are explained in the report. Under this option,
the Executive Resources staff, the Policy staff, and the Transition Center would report to
the HCO. Additional changes would separate the existing Workforce Relations Division
of OHR into two divisions. one for employee and labor relations and the other for
benefits and other services. The benefits functions would be combined with other
employee services from the current OSMP including the training function, quality of
worklife programs, and the Commissioned Corps liaison function. A new Workforce
Planning and Analysis Division would retain most of the responsibilities of the OHR’s
Strategic Programs Division.

Option Four: Add International Services and Split Client Services Division: This
option builds on Option Three. The main features added are:

e The International Services responsibilities of ORS are transferred to the new
OHR.

e Dividesthe current Client Services Division into two organizations.

e Establishesthe HR Systems support group reporting to the HCO.

Option Five: A move closer to one-stop shopping for the Clients: This option builds
on Option Four. The main features of this option are:

e The employee and labor relations functions and the benefits functions are all
reassigned back to the Client services Divisions.

e Transfer the transition center to the special programs staff along with the training
and quality of worklife function
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INTRODUCTION

BACKGROUND

This report is the product of severa months review by the National Academy of Public
Administration (NAPA) in response to a tasking by the Director, Office of Financia
Management, and Deputy CFO of the National Institutes of Health (NIH). The NAPA task order
for the review of the NIH's Office of Financial Management (OFM) has three deliverable
products:

1. Document current OFM organization and staffing

2. Compare OFM staffing and processes with selected federal agencies

3. Recommend improvements in: OFM organizational structure; staffing; and business
processes

WORKPLAN
The work plan called for NAPA to:

e Meet with key management leaders within OFM and the Project Managers for the NIH
Business System (NBS) and the DHHS Unified Financial Management System (UFMS),
document the current organizational structure and reporting relationships of OFM, and
document the current FTE allocation, skill mix, and use of support contractors and
temporary hires

e Assess the organizational structure in comparable organizations by meeting with key
managers from at least two agencies; develop matrix of staffing and specific financial
management process characteristics at these agencies, including changes as the result of
new financial systems, compare processes and staffing at OFM with selected agencies;
and, develop best practice suggestions

e Develop a new organizational structure for OFM, consistent with understanding the
organizationa and staffing needs for OFM for a fully implemented NBS system
environment; with suggestions for: FTE and contractor needs for the new system
environment, for organizational changes to improve performance in the new system
environment, and for consistent business process adjustments

In response to this work plan, NAPA personnel conducted 32 in-person and telephone
interviews, collected information concerning NIH operations and other federal agencies, and
investigated the experience of other federal agencies in installing and using the Oracle Federal
Financial software.

The principal observations and recommendations, made by the Academy staff consistent with
this research, follow this introduction. Then the technical report is presented. The technical
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report contains three sections plus appendices that provide additional information. The three
sections cover: (1) an assessment of current OFM organizational structures and staffing; (2)
comparisons with other comparable federal finance offices;, and (3) a discussion of OFM’s
proposed performance indicators as detailed in its October 1, 2004 ARAC implementation plan,
plus some additiona performance indicators the OFM may find useful in effectively
communicating the status of its performance.
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OBSERVATIONSAND RECOMMENDATIONS

OBSERVATIONS:

The NIH Office of Financia Management faces increasing challenges. These include: assisting
in bringing on and supporting two concurrent financial management system developments—the
NIH Business Systems (NBS) and the Department’s Unified Financial Management System
(UFMYS); accelerated audits, including additiona year-long audits for entity-wide and Services
and Supply Fund financial statements; increased involvement and responsibility in new
legidation such as Audit Recovery, Improper Payment Improvement Act, and new OMB
Circular A-123 (Internal Control) requirements. These challenges make it difficult for the OFM
to meet its operational commitments to customers and stakeholders, and continue to retain its
excellent reputation into the future—a reputation that has enabled OFM to: attain a clean audit
opinion for five consecutive years, process invoices and make payments without significant
backlogs; and implement, together with the NBS Project Office, severa modules of a new
commercia off-the-shelf software package. These are very significant accomplishments, but the
chalenges place increasing demand on OFM’s limited resources. Departmental and NIH
management should take note of the concurrency of these new workload demands and facilitate
the acquisition of the resources needed for continued success.

Our assessment has generated the following three overall observations:

1. The OFM’s human resource strategy has evolved as a result of hiring freezes,
impact of A-76 actions, HR processing throughput challenges, and the need to find
short-term remedies pending its ability to bring on permanent staff. Reduced civil
service staffing levels have meant OFM increasingly uses contractors rather than
federal workers to support or conduct financial management functions. We have
suggested several interim steps, but we believe a more detailed and deliberate
evaluation would be beneficial. Our recommendation # 3 regarding a Strategic
Workforce planning exercise would be particularly useful to OFM and to NIH
management.

2. The OFM, in addition to the metrics in use as a result of HHS-required reporting,
should add additional metrics which would then be used to monitor, analyze, and
review day-to-day operations of its office and functions. Our recommendation # 4
addresses this issue and suggests twenty-one selected metrics for OFM’s
consideration.

3. The OFM needsto upgrade its skill mix of systems-trained staff to best address the
full implementation of the Oracle Financial Management system. Our
recommendation # 8 provides some suggestions in this arena. This area has also
been addressed by BearingPoint in itsreport dated April 15, 2004 and updated May
4, 2004. And, again, the Strategic Workfor ce planning exercise, together with some
discussions with several mangersin other federal agencies that we identified, would
be useful.
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In support of these overall observations, we offer the following details:

We have observed that the OFM has brought in 19 federal workers over the past four
years (8 new hires—4 in 2001, 3 in 2002, 1 in 2003, and none in 2004—and 11
transfers—2 in 2001, 1 in 2002, 1 in 2003, and 7 in 2004). At the same time, OFM lost
46 of its staff through transfers, retirements and resignations. The deficit has been largely
offset by hiring contractors to fill accountant positions and using temporary hires to fill
accounting technician positions. The FTE ceiling has been adjusted downward, but there
are till 16 vacant positions. The OFM has initiated fill actions through HR for all of
these vacancies. The vacancies are in three components: accounting techs; professional
accountants, grades 13 and below; and professional accountants, grades 14 and 15. The
traditional HR staffing process now includes an added dimension that requires all 14s and
15s to be vetted through a DDM-established review process. See Attachment 1 for an
update on OFM’ s vacancies.

In spite of management’s intent to form a Policy and Quality division, the Assistant
Director position has not been filled, in part due to the lengthy process within NIH for
hiring or promoting personnel to the GS-14/15 level.

Although we were informed by the HR staff responsible for OFM that there are no
restrictions being placed on OFM hiring due to the ARAC, OFM has several important
vacancies that still exist.

The OFM, at the lower graded accounting tech positions, has utilized temporary contract
employees as an interim strategy to mitigate its federal staffing shortfalls. Most of these
positions are in support of going operations, most evident in Commercial Accounts. This
should remain as an interim strategy, but these positions should be filled with more
permanent resources (either federal or long-term contractual). We understand that it is
management’s desire that vacant federa positions be filled with permanent hires—we
agree with that approach.

The OFM, at the mid- to higher-graded professional accounting positions, utilizes
resources provided by various professional accounting and consulting firms. These
resources support newer, more complicated requirements associated with the audits,
financia statement analysis, and compliance with the most recent legislation, such as the
reviews and related reports associated with the Improper Payment Improvement Act.

At the inception of the NBS project, individuals who could act as project leads were
identified within NIH workforce—three individuals from OFM were identified and
transferred. Two of the individuals were in senior management positions—a GS 15 and a
GS 14 and were involved in direct support of operations. The origina plans were that
these individuals would return to OFM in two to three years bringing with them
experience with the new Oracle system. Additionally, three members of the OFM staff,
including two senior positions, have been detailed on a long term basis to the UFMS
project. It is now expected that none of these individuals will return to the OFM. These
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personnel actions, though certainly necessary for the implementation of the NIH and
department-wide systems, do create additional personnel pressure on the OFM,
particularly asit relates to experienced staff vacancies.

The OFM, in response to the requirements to assume responsibility for completed
portions of the NBS, has redeployed several of its staff and worked with a couple of 1Cs
to transfer a couple of others in support of the operations and maintenance of the NBS.
The OFM has also identified and selected additional process experts to acceptance teams.
Nevertheless, the OFM has not been able to fully ramp up in away that would facilitate
the development, roll-out, and optimal operations of the completed modules. The OFM’s
efforts to date include redeploying two existing OFM staff and transferring-in two
additional staff from outside the OD.

NBS staff provided support to the FY 2004 year-end closing, as provided for in the
transition plan. OFM took over the monthly closing in June 2004. But, due to system-
related synchronization issues, which still exist, the NBS technical team must make
manual adjustments to align file structures, etc. to be compatible with annual closing
procedures. Once these systems-related issues have been resolved, it is expected that the
OFM will be able to make monthly closing without assistance from the NBS technical
team. The OFM has been reluctant to bring on additional integrator staff to assist in the
operations areas for NBS tracks, because it believes that, until systems stabilization
occurs, such action would cloud the internal control required in the development plan.
Staffing for the OFM becomes an increasingly more significant concern as NBS and
OFM prepare for the implementations of Tracks 3 and 4 over the next 12 months.

Our recommendations below address the need for OFM to acquire the additional
technical competencies to support its assumption of responsibilities for the NBS
implementation. We also believe NIH management should set a specific target date when
the HR group and the OFM will have accomplished the hiring for the vacant accounting
technician positions. Finally, as noted in recommendation #3, we have also supported a
reassessment of OFM workforce. As noted in our section on the review of other federal
Finance offices, there is evidence to suggest that OFM’s structure, and the proposed
interim staffing, is very similar to comparable Offices of Financia Management. OFM
can eliminate the long-term use of contract temporary employees by hiring to its assigned
ceiling. If OFM decides to use contractors to provide technical support for Oracle
Federal Financials, this would obviate the need for obtaining such critical skills through
civil service hiring and training of internal NIH transfers—but this policy needs to be
made in a deliberate and considered manner and would be an appropriate consideration as
part of the recommended strategic workforce planning exercise (Recommendation #3).
We note that almost all federal agencies are using contractors to provide the needed
technical expertise because of the market demand and supply issues.
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RECOMMENDATIONS

1. OFM and the Office of Human Resources (OHR) and the Office of Strategic
Management Planning (OSMP) need to take immediate and continuing steps to fill
thevacanciesin the OFM.

We have noted in our text that steps are underway to address this issue, but progress has
been slow. BearingPoint conducted a study in April, 2004 that suggested that seven
additional FTE’s were necessary, including staff with Oracle expertise. It is not clear from
that report whether this recommendation is in addition to the FTE vacancies (our
assumption is that it is in addition to the authorized FTE level,) but in any case it is clear
that permanent civil service staff over and above the current on-board complement is
necessary if OFM is to meet its future challenges, particularly given the fact that several
key staff members were transferred to either the NBS or UFMS system implementation
efforts—as noted in the above section. The implementation of our recommendation # 4
concerning performance metrics, and recommendation # 3 concerning a formal strategic
workforce planning exercise is also critical to establish current workload needs and future
staffing augmentations. Accordingly, until OFM comes closer to its authorized
complement, and until workforce metrics are in place, BearningPoint’ s suggestions for new
positions, should be held in abeyance. Based on our review of similar Finance Offices in
the Departments of Education and Energy, we have noted that the total staffing
complement and organizational arrangement in these two agencies are similar to that of
NIH’s OFM.

2. OFM and senior management in NIH should consider the value of establishing a
formal deputy position to the Director, OFM.

There is an OFM-wide absence of deputies at al leadership levels. We recognize that the
Clinton Administration’s National Performance Review (and the Reinventing Government
activities) caused many agencies to increase the ratio of employees to supervisors by
eliminating deputies and creating non-supervisory “team leads.” However, agency
management must also deal with the attendant management risk at leadership levels, when
resignations, retirements, prolonged absences or press of duties can lead to uncertain and
delayed responses when prompt decisions are required. The Deputy CFO/Director of OFM
is in a critical position, having to make policy decisions, render advice to NIH
management, formulate strategies, and balance resource needs involving more than 140
civil service positions and a significant number of contractors across three divisions and an
administrative support office. More recently, additional leadership responsibilities have
been placed on the OFM leadership, the most obvious examples being the design and
implementation of new COTS financial management systems (NBS and the DHHS Unified
Financial Management System (UFMS)), demand for audited financial statements shortly
after the close of the fiscal year, requirement for performance measures, increased
emphasis on internal controls, and new external reporting requirements, such as the
Improper Payments Information Act.
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Recognition of these critical management risks should be met with an explicit mitigation
strategy. One such strategy would be to hire a Deputy Director, who ideally has both
financial management expertise and experience with systems implementation.

. OFM, with the assistance of the Office of Human Resources and Office of Strategic
Management Planning (OSMP), should conduct a formal strategic workforce
planning (SWP) exercise.

Severa key Assistant Directors and Managers are or will be eligible for retirement in the
near future. Also, the OFM needs to consider more carefully and systematically the impact
of severa organizational, personnel, system and functional changes that have occurred in
the past few years, including some of the observations contained in this report. We have
identified and observed several issues during our review (the need for assistance from NBS
staff to close the books each month; the loss of key staff members to the system
implementation efforts; the need for more Oracle trained staff and more Oracle training; the
suggestion by BearingPoint that additional staff should be authorized; and a decision
review on the proper mix of civil service and temporary staff to perform basic accounting
responsibilities) which suggest that a more detailed and deliberate process, similar to what
Is described below, would be highly desirable.

A SWP is a systematic process for identifying, acquiring, developing and retaining the
human resources required to meet mission needs. It involves ensuring the right number of
people is in the right jobs with the right competencies. A SWP involves four primary
activities:

e determining organizational strategy, business and operating requirements

e identifying positions, skills and competencies needed to successfully achieve these
requirements, including the proper mix of staff

e evauating the level of preparedness of the current workforce to meet today’s and
tomorrow’ s mission needs

e developing strategies for bridging the gap between today’ s job/ skills and tomorrow’s
mission

. OFM should utilize additional metrics to those required by the Department to
measur e unit performance on an ongoing basis. Furthermore, OFM should adopt a
dashboar d-like monthly report to track key areas of concern that particularly need to
be updated, reviewed and addressed on a monthly basis.

The performance metrics collected within OFM or proposed in the ARAC implementation

report are required by the Department. However, the OFM should include additional
indicators identified by OMB and the Chief Financial Offices Council for all federa
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financial management organizations, i.e., the Metric Tracking System (MTS) indicators.
In addition, internal performance measures and their analysis in regular formal reviews
would provide the OFM leadership with early warning signs of emergent invoice backlogs,
data entry errors, customer satisfaction issues, and compliance concerns so that proper and
timely corrective actions could be taken. We recommend that such formal monthly
performance reviews be instituted by OFM management. We have identified 23 specific
metrics and associated standards for the OFM’ s consideration.

. The OFM, once additional vacancies are filled, should review the merits of elevating
the Central Services Operations Branch, currently an element of the Division of CFO
and Central Services Operations, to division status, creating a separate Division of
Central Services Budget and Accounting. The OFM should consider placing the
functions performed by the CFO Activities Branch into the Policy and Quality
Division.

In our opinion, the separation to two distinct divisions would help underscore the
importance of each of the operations. The Central Services operation has important
responsibilities to ensure effective and efficient budgeting and accounting for the shared
supplies and services required by the |Cs and for the shared support of the Clinical Center’s
operations and other safety and security operations. Furthermore, the key functions of the
CFO Activities Branch, such as financial policy, account reconciliations, and the
preparation of the Annual Financial Statements, are sufficiently distinct and important that
it too needs to be a separate operation. The magnitude and complexity of these operations,
plus the issue of a NBS solution to replace the ADB/CAS, argues for the two branches
being separated. We point out below that the CFO Activities Branch could be placed into
the Division of Policy and Quality Control.

. We endorse the need for a Division of Policy and Quality Control, and furthermore,
we recommend that the OFM implement the recommendations for staffing and
responsibilities as defined in the justification for the division.

Based on our interviews, the structure of other similar federal agencies, and our experience,
there is a strong need for greater attention and a separate division responsible for financial
management policy development, audit liaison and performance measurement and
management control oversight, including issues associated with travel reimbursement.
Some of these functions are currently being provided by the CFO Activities Branch. We
endorse the transfer of those related activities into this division from the CFO Activities
Branch.

In the short term, the open vacancies for the travel policy and oversight function leave a
gap in OFM’s ahility to take proactive action to provide timely guidance to the NIH ICs

! These are: Fund Balance with Treasury (Net); Amount in Suspense Accounts Greater than 60 Days Old:;
Delinquent Accounts Receivable from Public over 180 Days, Number of Vendor Payments Paid Electronicaly;
Percent of non-credit card invoices paid on time; interest penalties paid due to late invoice payments; Travel Card
Delinquency Rates for Individually Billed Accounts; Travel Card Delinquency Rates for Centrally Billed Accounts;
and, Purchase Card Balances outstanding over 61 Days Old.
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regarding travel, entertainment and other expenditures—and thereby avoid adverse audit
findings. In the longer run, the failure to develop and staff this Division will reduce OFM’s
ability to provide expanded policy guidance that would strengthen internal control and
oversight of a wide range of financial management functions. Part of the staffing for this
Division could come from contract auditors assigned to the Director of the current Division
of CFO and Central Services Operations who do audit liaison and related work. However,
this type of work would be more effectively performed by management in a separate
Division reporting directly to the Director of the OFM. Furthermore, in the long run, this
type of oversight work is best performed by federal employees rather than by contract
employees. The FTE implications of this should be a critical element of the analyses
associated with our recommendation to conduct a strategic workforce planning exercise.

. Werecommend that OFM develop Service Level Agreements, by the end of thisfiscal
year, that would include OFM, customers and stakeholders, to govern the
relationships and expectations among these entities. Three examples of SLA’sthat we
believe are worthy of consideration include:

(a) between OFM and the ICs related to the input and processing of receiving
reports

(b) between the IC’s and the OFM related to the performance measurements for
which the OFM will be held responsible

(c) between OFM and the NBS Project so that timelines and responsibilities will
be clearly articulated, including the operations and maintenance of the Oracle
Federal Financials, the Gelco Travel Manager, and the implementation of the
next Oracle modules.

No Service Level Agreements currently exist between OFM and other NIH organizations
to govern the relationships among these entities. An example of a needed SLA between
OFM and the ICs stems from the requirement that the administrative officers take an active
role in querying the invoices received data base, and then providing the Commercia
Accounts Branch within the OFM with the appropriate receiving report. Lack of timely
attention by the administrative officers to their receiving report responsibilities can figure
into a backlog of invoices received, but not ready for certifying payments due to a lack of
receiving reports; eventually, this leads to a much increased probability of a late payment
and the government’ s liability for interest payments.

The second SLA would strengthen OFM’ s responsibilities to the IC’ s for delivering timely
reports. And finally, the last suggested SLA would better define the shared responsibilities
between the NBS staff and the OFM for the further implementation and continued
operations and maintenance of the new Oracle COTS product. We do note, however, that
there currently exists a Project Management Plan for the NBS project which OFM
management suggests is more than sufficient to mange the relationships between OFM and
the NBS project management team. However, we still believe a forma Service Level
Agreement for this critical project should be executed.
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8. The Director, OFM should continue to address the new requirements posed by the
NIH Business System and Unified Financial Management System. Thisincludes:

a. obtaining the necessary skilled staff resources to ensure full functional
operational responsibilities for the first two tracks of the NBS, including
monthly closings

b. mitigating the implementation risk posed by the NBS tracks 3 and 4 by
obtaining additional staff with the Oracle skills needed to successfully
transition current accounts payable and other affected operations to the new
systems

c. ensuringthat relevant staff in OFM regularly and continuously attend training
classes on Oracle software and related system and accounting issues, including
how to improve throughput in the invoice processing function, how to perform
ad hoc queries, how to prepare and use reports, how to make adjustments to
the system, and how to close the books in the most effective manner for year-
end and each month

d. considering the establishment of a small separate systems unit within the
Quality and Policy Division to give further attention and visibility to transition
requirementsregarding both the NBS and UFM S projects

e. ensuring that no enhancements (apart from minor technical “fixes’), and
certainly no upgrades, are made to the NBS financial management system for
at least two years after full deployment so asto ensure that all elements of the
system areworking in a settled and stabilized environment.

Our review of other federal agencies found that it was common for the organization
directly responsible for financial management to have an accounting systems unit reporting
directly to the head of the Finance agency. It is also common for Finance to be responsible
for the implementation of any new systems related to financial management. However,
such a configuration does not exist at NIH. Instead, one unit performs operation and
maintenance on the accounting systems, while another unit is responsible for new systems
implementation. We are not recommending any changes in this organizational structure at
NIH as such configurations similar to the NIH environment also exist in government as
well as private industry, and either configuration can work equally well.

It is critical, however, that the OFM continue to ensure that close coordination be
maintained with the NBS and UFM S Project teams and that alevel of system sophistication
and experience be achieved and maintained within the accounting staff of the OFM. We
have made several suggestions above which we believe are necessary to be further
developed in OFM so as to ensure successful implementation of the NBS project.
Furthermore, as the department moves toward completion of the UFMS project, the OFM
needs to be prepared to address the system integration issues as well as the expected
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operational issues related to the possible consolidation of financial services and the related
consolidation of locations. For all of these reasons, we believe the establishment of a
dedicated unit within the Division of Policy and Quality should be considered.

During the course of our review of other federal agencies that have successfully
implemented COTS financial management and accounting systems, we observed that the
Oracle implementation at the Department of Education was particularly innovative. The
Department was able to achieve a stable operating environment more rapidly than any other
federal agency by (1) resolving data migration and clean-up issues, and (2) using contract
accounting professionals to operate the current systems while focusing their financial
management leadership on achieving a high level of operational proficiency in Oracle prior
to “going live” In a separate section of this report we describe in great detail the
experiences at Education.

We recommend that OFM and NBS/UFMS staff discuss the Department of Education’s
experience with Education’s Assistant CFO for Financial Systems Implementation. We
found his grasp of the problems and issues related to Oracle systems implementation very
comprehensive, and believe the NIH and DHHS staff would benefit from understanding in
detail Education’s operational approach and lessons learned, even if the NIH ultimately
takes a different approach.

One final point. Once the current Oracle system is fully operational, NIH should not make
any enhancements or adjustments to the system (gpart from minor technical fixes,) and
certainly no system upgrades to a new version, for at least two years. Thiswould allow the
OFM sufficient time to become familiar and expert with the system and the associated
software in a settled and stabilized environment.

9. OFM should update and improve the information content on its website.

We queried the OFM website and found it largely out-of-date and missing detailed
descriptions of the roles and missions of each unit, key staff members and points of contact.
There is a helpful Directory of Selected Financial Activities, with the name of the branch or
team, room number, and phone number, which we relied on for some of the detailed
information in this report. This would be improved, however, with the addition of a specific
point of contact, the name of the branch supervisor and a detailed description of each unit
and its responsibilities. We believe the internal operations of agencies are facilitated if this
information is readily available, and that it is especially valuable to new NIH staff that lack a
detailed understanding of the OFM’ s roles and responsibilities. In our review of other federal
agencies, we noted several good examples of such information, and we particularly
recommend the data on the website of the CFO for the Department of Education.
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