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4. The first performance-based pay 
increase under the project’s pay 
adjustment mechanism will be effective 
on the first day of the first pay period 
beginning on or after January 1, 2010. 

5. For employees who enter the 
demonstration project by lateral 
reassignment or transfer (i.e., not by 
conversion of position), FSIS may apply 
parallel pay conversion rules, including 
rules for providing a prorated 
adjustment reflecting time accrued 
toward a GS within-grade increase or 
similar within-range adjustment under 
another pay system. If conversion into 
the demonstration project is 
accompanied by a geographic move, the 
employee’s pay entitlements under the 
former pay system in the new 
geographic area must be determined 
before performing the pay conversion. 

B. Conversion to the General Schedule 
FSIS implementing guidance will 

provide procedures for converting an 
employee’s pay band and pay rate to a 
GS-equivalent grade and rate of pay if 
the employee moves out of the 
demonstration project to a GS position. 
The converted GS-equivalent grade and 
rate of pay will be determined before 
any geographic move, promotion, or 
other simultaneous action that occurs 
simultaneously with conversion back to 
the GS system. The new employing 
organization must use the converted GS- 
equivalent grade and rate of pay in 
applying various pay administration 
rules that govern how pay is set in the 
GS position (e.g., rules for promotion 
and highest previous rate under 5 CFR 
part 531, subpart B, and pay retention 
under 5 CFR part 536). The converted 
GS rate will not be adjusted to match a 
step rate before applying those rules. 
The converted GS grade and rate of pay 
are deemed to have been in effect at the 
time the employee left the 
demonstration project pay banding 
system. The rules for determining the 
converted GS grade for pay 
administration purposes do not apply to 
the determination of an employee’s GS- 
equivalent grade for other purposes, 
such as reduction-in-force or adverse 
action. FSIS will perform the 
computations for employees who 
remain within FSIS and USDA. FSIS 
may perform the computations, as a 
courtesy, for employees who move to 
other Federal agencies. At a minimum, 
FSIS will provide a copy of the 
conversion procedures to gaining 
Federal agencies for their use. If an 
employee moves out of the 
demonstration project to a non-GS 
system, the employee’s pay will be set 

under the pay-setting rules governing 
that system. 

VI. Project Modification 
Demonstration projects require 

modification from time to time as 
experience is gained, results are 
analyzed, and conclusions are reached 
on how the system is working. FSIS may 
modify and adjust features and elements 
of this project plan over time. FSIS will 
coordinate such modifications with 
OPM and gain its approval prior to 
implementing any modification. 
Depending on the nature and extent of 
the modification, OPM may require that 
the modification be published as a 
notice in the Federal Register. 

VII. Project Duration 
The initial implementation period for 

the demonstration project will be 5 
years. However, with OPM’s 
concurrence, the project may be 
extended for additional testing or 
terminated before the expiration of the 
5-year period. 

VIII. Project Evaluation 

A. Overview 
Chapter 47 of title 5, United States 

Code, requires an evaluation of each 
demonstration project, and section 
470.317(b) of title 5, Code of Federal 
Regulations, further specifies a results 
evaluation ‘‘to measure the impact of 
the project results in relation to its 
objectives.’’ A rigorous longitudinal 
evaluation of the project, including a 
baseline evaluation, implementation 
evaluation, progress evaluation, and 
summative evaluation will be 
conducted in accordance with an OPM- 
approved evaluation plan. Below is a 
summary of the evaluation. 

B. Evaluation Models 
The evaluation plan is guided by four 

distinct models: A context model, an 
intervention impact model, an 
implementation impact model, and an 
overall logic model. Each model serves 
a unique and important purpose in the 
evaluation of the demonstration project. 
Also considered in the development of 
the evaluation plan is OPM guidance 
issued in its Alternative Personnel 
Systems (APS) Objectives-Based 
Assessment Framework Handbook. The 
APS Handbook includes an assessment 
framework which outlines the elements 
and dimensions for assessing 
Preparedness and Progress of alternative 
personnel systems, specifically those 
featuring performance-based pay. The 
Preparedness dimensions will be 
covered in the implementation 

evaluation and Progress elements as part 
of the longitudinal impact evaluation. 

The logic model shown in Figure 1 
integrates information from the context 
model, the intervention impact model, 
and implementation impact model with 
other key information, such as 
contextual factors cited in the FSIS 
2008–2013 Strategic Plan. The logic 
model specifies the relationships among 
program elements (e.g., participants, 
initiatives) and defines program success. 
The logic model provides a detailed 
representation of program inputs, 
program initiatives, intended 
intermediate outcomes, ultimate 
outcomes, unintended outcomes, and 
contextual factors of the demonstration 
project. For example, program inputs 
include the budget, participants of the 
project, as well as HR staff, supervisors, 
and the comparison group. 
Implementation factors such as 
leadership commitment, open 
communication and stakeholder 
involvement, as well as the degree of 
implementation (i.e., the extent to 
which interventions were implemented 
as planned), will be considered as part 
of the implementation evaluation. These 
program inputs are expected to impact 
the program initiatives, including pay 
banding, classification and performance 
management, described in detail earlier. 

The logic model is designed to 
evaluate two levels of organizational 
performance: intermediate and ultimate 
outcomes. The intermediate outcomes, 
the main focus of the evaluation, are 
defined as the results from specific 
personnel system changes. Intermediate 
outcomes may occur at the individual or 
organizational level. The ultimate 
outcomes are determined through 
improved organizational performance, 
improved customer satisfaction, and 
mission accomplishment. Although it is 
not possible to establish a direct causal 
link between changes in the HR 
management system and organizational 
effectiveness, it is hypothesized that the 
program initiatives will contribute to 
improved organizational effectiveness. 
The logic model also illustrates that the 
context within which the demonstration 
project operates during its 5-year period 
is an important consideration in 
interpreting the results obtained. The 
contextual factors, which may occur at 
any stage of the project, are potential 
intervening variables that may affect 
project outcomes positively or 
negatively. Intervening variables can 
facilitate or inhibit the intended 
outcomes, or they can result in 
unintended outcomes. 
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In addition, the evaluation will take 
into account the requirements of section 
1126 of Public Law 108–136 (5 U.S.C. 
4701 note) which states that a pay-for- 
performance system may not be 
initiated under chapter 47 of title 5, 
United States Code, unless it 
incorporates the following eight 
elements: (1) Adherence to merit 
principles set forth in section 2301 of 
title 5; (2) a fair, credible, and 
transparent employee performance 
appraisal system; (3) a link between 
elements of the pay-for-performance 
system, the employee performance 
appraisal system, and the agency’s 
strategic plan; (4) a means for ensuring 
employee involvement in the design 
and implementation of the system; (5) 
adequate training and retraining for 
supervisors, managers, and employees 
in the implementation and operation of 
the pay-for-performance system; (6) a 
process for ensuring ongoing 
performance feedback and dialogue 
between supervisors, managers, and 
employees throughout the appraisal 
period, and setting timetables for 
review; (7) effective safeguards to ensure 
that the management of the system is 
fair and equitable and based on 

employee performance; and (8) a means 
for ensuring that adequate agency 
resources are allocated for the design, 
implementation, and administration of 
the pay-for-performance system. 

C. Evaluation 

A quasi-experimental design will be 
used for the evaluation of this 
demonstration project. The Animal and 
Plant Health Inspection Services 
(APHIS) will serve as the ‘‘no 
treatment’’ GS comparison group, since 
it is not possible to randomly assign 
individuals to an ‘‘experimental’’ group 
and a ‘‘control’’ group in a 
demonstration project. APHIS is a 
similar organization, with a similar 
occupational mix and working 
conditions. This comparison group will 
be used primarily in the analysis of 
workforce data and employee 
perceptions gathered from employee 
surveys. Longitudinal data from APHIS 
and FSIS will be analyzed and 
compared to determine the overall 
effectiveness of the changes to the FSIS 
personnel system. Pre-post comparisons 
for FSIS, pre-post comparisons for 
APHIS, longitudinal comparisons for 
FSIS, longitudinal comparisons for 

APHIS, and cross-sectional comparisons 
between FSIS and APHIS will identify 
pre-existing baseline differences and 
help determine whether changes over 
time were due to the demonstration 
interventions. 

D. Method of Data Collection 

A multi-method approach to data 
collection and analysis will be used in 
the evaluation. Workforce information 
from OPM’s Central Personnel Data File 
(CPDF) and personnel office records 
will be supplemented with perceptual 
survey data to assess the effectiveness 
and perception of the new system. Data 
from a variety of sources provide more 
than one perspective on the 
effectiveness of demonstration projects. 
In addition, both qualitative and 
quantitative data will be used in 
evaluating outcomes. The following data 
will be collected: (1) Workforce data; (2) 
personnel office data; (3) employee 
attitude surveys; (4) structured 
interviews and focus group data; (5) 
local site historian logs and 
implementation information; and (6) 
core results measures of organizational 
performance. In addition, data collected 
from prior demonstration projects will 
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provide benchmark data for additional 
comparisons. All data collection 
methods will consider the various 
career paths, pay bands, locations, 
operating units and other important 
distinguishing factors of the 
demonstration project. Each phase of 
the project will involve collecting the 
different types of data and preparing 
reports and interim briefings on the 
results. By using both qualitative and 
quantitative methods in conducting the 
evaluation, as well as benchmark data, 
confidence in the findings will increase 
and a more comprehensive 
understanding of the changes and 
impact will be gained. 

The evaluation effort will consist of 
two main phases covering formative and 
summative evaluation over a 5-year 
period. The formative evaluation phase 
covers baseline data collection prior to 
implementation of the personnel system 
changes as well as the Implementation 
and Progress evaluations. The 
Summative Evaluation will focus on an 
overall assessment of the demonstration 
project after about four years of data 
have been collected to provide sufficient 
time for policy-makers during the fifth 
year to make a decision on broader 
government application, extension of 
the project, or expiration after the 5-year 
period. 

IX. Costs 

A. Buy-in Costs 

Upon conversion to the 
demonstration system many employees 
will receive an increase in basic pay for 
the prorated time in grade towards their 
next within-grade increase. However, 
these costs will be offset by the 
elimination of within-grade step 
increases that otherwise would have 
occurred. 

B. Recurring Costs 

All funding will be provided through 
the organization’s budget. Each project 
program area will maintain 
compensation during the project at the 
level it would have reached under the 
current system. No additional funding 
will be requested specifically for this 
project; all costs will be charged to 
available funds through existing 
appropriations. To ensure appropriate 
carryover of costs from pre-project to 
project years, a base assessment will be 
made using 3 base years: Fiscal Years 
2005, 2006, and 2007. For example, data 
associated with average annual salary, 
pay increases and promotions, turnover, 
and other relevant data will be collected 
to ensure a thorough analysis of costs 
which are impacted by pay banding. 
Budget discipline will be required and 

achieved by imposing specific funding 
principles. Finally, both longitudinal 
and site comparisons will be used to 
ensure that spending remains within 
acceptable limits. 

X. Waiver of Laws and Regulations 
Required 

A. Title 5, United States Code 

Chapter 35, section 3594: Saved pay 
for former members of the Senior 
Executive Service (only to the extent 
necessary to (1) bar employees with a 
rating of record lower than Fully 
Successful from receiving saved rate 
increases under 5 U.S.C. 3594(c)(2); (2) 
provide a saved rate that is less than the 
maximum rate (including any locality 
adjustment or staffing supplement) of 
the upper range extension for an 
employee who receives a rating of 
record of Outstanding will be 
terminated and converted to an equal 
adjusted rate; (3) provide the range 
maximum rate used to compute saved 
rate adjustments is the normal range 
maximum rate (including any locality 
adjustment or staffing supplement) for 
employees with a rating of record below 
Outstanding and the upper range 
maximum rate (including any locality 
adjustment or staffing supplement) for 
an employees with an Outstanding 
rating of record; and (4) provide when 
a frozen saved rate for an employee with 
a rating of record below Fully 
Successful falls below the applicable 
adjusted rate for the normal band 
maximum, the saved rate will be 
terminated and the employee’s pay will 
be set at an adjusted rate equal to the 
saved rate). 

Chapter 51: Classification (except that 
(1) section 5103 is retained and 
modified after ‘‘finally’’ to read ‘‘the 
coverage of positions and employees 
under this modified classification 
system,’’ (2) sections 5111 and 5112 are 
retained with ‘‘grade’’ replaced by ‘‘pay 
bands’’ and (3) for the purpose of 
applying any other laws, regulations, or 
policies that refer to GS employees or to 
chapter 51 of title 5, United States Code, 
the modified classification system 
established under this plan must be 
considered to be a GS classification 
system under chapter 51; this includes, 
but is not limited to, the reference to the 
General Schedule in section 5545(d) 
(relating to hazard pay)). 

Chapter 53, section 5302(1)(A), (8) 
and (9): Definitions (only to the extent 
necessary to provide that employees 
under the demonstration project are not 
considered to be GS employees for the 
purposes of annual adjustments under 
section 5303 or similar provision of law 

governing annual adjustments for 
employees covered by section 5303). 

Chapter 53, section 5303: Annual 
adjustments to pay schedules. 

Chapter 53, section 5304: Locality- 
based comparability payments (only to 
the extent necessary to (1) provide a 
locality rate may not exceed the rate for 
EX–IV plus 5 percent for employees in 
the upper range extension and (2) apply 
an ‘‘effective’’ locality pay percentage 
for employees in the upper range 
extension under circumstances 
described in the plan). 

Chapter 53, section 5305: Special pay 
authority. 

Chapter 53, subchapter III: General 
Schedule pay rates (except that, for 
purposes of applying any other laws, 
regulations, or policies that refer to GS 
employees or to subchapter III of 
chapter 53 of title 5, United States Code, 
the modified pay system established 
under this plan must be considered to 
be a GS pay system established under 
such subchapter III, except as otherwise 
provided in this plan; this includes, but 
is not limited to, references to the 
General Schedule in section 5304 
(relating to locality pay), section 5545(d) 
(relating to hazard pay), and sections 
5753–5754 (dealing with recruitment, 
relocation, and retention incentives). 

Chapter 53, section 5362: Grade 
retention. 

Chapter 53, section 5363: Pay 
retention (only to the extent necessary 
to (1) Replace ‘‘grade’’ with ‘‘pay band;’’ 
(2) bar employees with a rating of record 
lower than Fully Successful from 
receiving retained rate increases under 5 
U.S.C. 5363(b)(2)(B); (3) provide that 
pay retention provisions do not apply to 
conversions into the demonstration 
project from the General Schedule or 
other pay system, as long as the 
employee’s total pay rate is not reduced; 
(4) provide the pay (including any 
locality adjustment or staffing 
supplement) of an employee in the 
upper range extension who is rated 
below Outstanding will be converted to 
a retained rate before processing any 
other actions; (5) provide a retained rate 
that is less than the maximum rate 
(including any locality adjustment or 
staffing supplement) of the upper range 
extension for an employee who receives 
a rating of record of Outstanding will be 
terminated and converted to an equal 
adjusted rate; (6) provide the range 
maximum rate used to compute retained 
rate adjustments is the normal range 
maximum rate (including any locality 
adjustment or staffing supplement) for 
employees with a rating of record below 
Outstanding and the upper range 
maximum rate (including any locality 
adjustment or staffing supplement) for 
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an employees with an Outstanding 
rating of record; and (7) provide when 
a retained rate for an employee with a 
rating of record below Fully Successful 
falls below the applicable adjusted rate 
for the normal band maximum, the 
retained rate will be terminated and the 
employee’s pay will be set at an 
adjusted rate equal to the retained rate). 

Chapter 55, section 5542(a): Overtime 
rates (only to the extent necessary to 
provide that the GS–10 minimum 
special rate (if any) for the special rate 
category that would otherwise apply to 
an employee (but for the existence of the 
demonstration project) is deemed to be 
the ‘‘applicable special rate of pay’’ in 
determining the overtime hourly rate 
cap). 

Chapter 55, section 5547: Limitation 
on premium pay (only to the extent 
necessary to provide that an applicable 
staffing supplement is added to the GS– 
15, step 10, rate in lieu of the applicable 
locality payment). 

Chapter 59, section 5941: Cost-of- 
living allowances and post differentials 
(only to the extent necessary to provide 
that employees in the demonstration 
project pay system are eligible for 
coverage under section 5941). 

Chapter 75, section 7512(3): Adverse 
actions (only to the extent necessary to 
replace ‘‘grade’’ with ‘‘pay band’’). 

Chapter 75, section 7512(4): Adverse 
actions (only to the extent necessary to 
provide that adverse action provisions 
do not apply to (1) conversions into the 
demonstration project from the General 
Schedule or other pay system, as long as 
the employee’s total rate of pay is not 
reduced and (2) reductions in rates of 
basic pay to offset a locality pay or 
staffing supplement increase as a result 
of receiving a rating of record below 
Fully Successful). 

Note: If any of the provisions of title 5, 
United States Code, listed above are amended 
during the period this demonstration project 
is in effect, FSIS may choose to terminate the 
waiver of one or more such provisions with 
respect to employees participating in the 
project, without formally modifying the 
project itself. FSIS must notify OPM when 
any such waiver is terminated. 

B. Title 5, Code of Federal Regulations 
Part 330, subpart B, section 330.201: 

Establishment and maintenance of 
Reemployment Priority List (RPL) (only 
to the extent necessary to establish and 
maintain a reemployment priority list 
exclusively for FSIS competitive service 
demonstration project employees). 

Part 351, subpart D, section 351.402: 
Competitive area (only to the extent 
necessary to permit the use of career 
paths in conjunction with 
organizational units and geographic 

locations when establishing competitive 
areas). 

Part 351, subpart D, section 351.403: 
Competitive level (only to the extent 
necessary to replace ‘‘same grade’’ with 
‘‘same pay band’’). 

Part 351, subpart G, section 351.701: 
Assignment involving displacement 
(only to the extent necessary to replace 
‘‘three grades’’ with ‘‘one pay band’’ and 
‘‘five grades’’ with ‘‘two pay bands’’). 

Part 359, subpart G, section 359.705: 
Pay (only to the extent necessary to (1) 
bar employees with a rating of record 
lower than Fully Successful from 
receiving a saved rate increase under 5 
CFR 359.705(d)(1)); (2) provide a saved 
rate that is less than the maximum rate 
(including any locality adjustment or 
staffing supplement) of the upper range 
extension for an employee who receives 
a rating of record of Outstanding will be 
terminated and converted to an equal 
adjusted rate; (3) provide the range 
maximum rate used to compute saved 
rate adjustments is the normal range 
maximum rate (including any locality 
adjustment or staffing supplement) for 
employees with a rating of record below 
Outstanding and the upper range 
maximum rate (including any locality 
adjustment or staffing supplement) for 
an employees with an Outstanding 
rating of record; and (4) provide when 
a saved rate for an employee with a 
rating of record below Fully Successful 
falls below the applicable adjusted rate 
for the normal band maximum, the 
saved rate will be terminated and the 
employee’s pay will be set at an 
adjusted rate equal to the saved rate). 

Part 430, subpart B, section 430.203: 
Definitions (only to the extent necessary 
to allow an additional rating of record 
to support a pay decision under section 
III.C.3 or 4 of this project plan). 

Part 511, subpart B: Coverage of the 
General Schedule. 

Part 511, section 511.607: 
Nonappealable issues. 

Part 530, subpart C: Special Rate 
Schedules for Recruitment and 
Retention. 

Part 531, subpart B: Determining Rate 
of Basic Pay. 

Part 531, subpart D: Within-Grade 
Increases. 

Part 531, subpart E: Quality Step 
Increases. 

Part 531, section 531.604: 
Determining an employee’s locality rate 
(only to the extent necessary to apply an 
‘‘effective’’ locality pay percentage for 
employees in the upper range extension 
under circumstances described in the 
plan). 

Part 531, section 531.606: Maximum 
limits on locality rates (only to the 
extent necessary to provide a locality 

rate may not exceed the rate for EX–IV 
plus 5 percent for employees in the 
upper range extension). 

Part 536, subpart B: Grade Retention. 
Part 536, subpart C: Pay Retention 

(only to the extent necessary to (1) 
replace ‘‘grade’’ with ‘‘pay band;’’ (2) 
bar employees with a rating of record 
lower than Fully Successful from 
receiving retained rate increases under 5 
CFR 536.305; (3) provide that pay 
retention provisions do not apply to 
conversions into the demonstration 
project from the General Schedule or 
other pay system, as long as the 
employee’s total pay rate is not 
reduced); (4) provide that a retained rate 
may not exceed the rate for EX–IV plus 
5 percent; (5) provide the pay (including 
any locality adjustment or staffing 
supplement) of an employee in the 
upper range extension who is rated 
below Outstanding will be converted to 
a retained rate before processing any 
other actions; (6) provide a retained rate 
that is less than the maximum rate 
(including any locality adjustment or 
staffing supplement) of the upper range 
extension for an employee who receives 
a rating of record of Outstanding will be 
terminated and converted to an equal 
adjusted rate; (7) provide the range 
maximum rate used to compute retained 
rate adjustments is the normal range 
maximum rate (including any locality 
adjustment or staffing supplement) for 
employees with a rating of record below 
Outstanding and the upper range 
maximum rate (including any locality 
adjustment or staffing supplement) for 
an employees with an Outstanding 
rating of record; and (8) provide when 
a retained rate for an employee with a 
rating of record below Fully Successful 
falls below the applicable adjusted rate 
for the normal band maximum, the 
retained rate will be terminated and the 
employee’s pay will be set at an 
adjusted rate equal to the retained rate). 

Part 550, sections 550.106–107: 
Biweekly and annual maximum 
earnings limitation (only to the extent 
necessary to provide that an applicable 
staffing supplement is added to the GS– 
15, step 10, rate in lieu of the applicable 
locality payment). 

Part 550, section 550.113(a): 
Computation of overtime pay (only to 
the extent necessary to provide that the 
GS–10 minimum special rate (if any) for 
the special rate category that would 
otherwise apply to an employee (but for 
the existence of the demonstration 
project) is deemed to be the ‘‘applicable 
special rate of pay’’ in determining the 
overtime hourly rate cap). 

Part 550, section 550.703: Definitions 
(to the extent necessary to modify 
paragraph (c)(4) of the definition of 
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‘‘reasonable offer’’ by replacing ‘‘two 
grade or pay levels’’ with ‘‘one pay band 
level’’ and ‘‘grade or pay level’’ with 
‘‘pay band level’’). 

Part 591, subpart B, section 591.204: 
Cost-of-living allowances and post 
differentials (only to the extent 
necessary to provide that the 
demonstration project pay system is a 
qualifying pay plan). 

Part 752, section 752.401(a)(3): 
Adverse actions (only to the extent 

necessary to replace ‘‘grade’’ with ‘‘pay 
band’’). 

Part 752, section 752.401(a)(4): 
Adverse actions (only to the extent 
necessary to provide that adverse action 
provisions do not apply to (1) 
conversions into the demonstration 
project from the General Schedule or 
other pay system, as long as the 
employee’s total rate of pay is not 
reduced and (2) reductions in rates of 
basic pay to offset a locality pay or 
staffing supplement rate increase as a 

result of receiving a rating of record 
below Fully Successful). 

Note: If any of the provisions of title 5, 
Code of Federal Regulations, listed above are 
revised during the period this demonstration 
project is in effect, FSIS may choose to 
terminate the waiver of one or more such 
provisions with respect to employees 
participating in the project, without formally 
modifying the project itself. FSIS must notify 
OPM when any such waiver is terminated. 

[FR Doc. E9–1641 Filed 1–27–09; 8:45 am] 
BILLING CODE 6325–43–P 
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