MOST SERIOUS PROBLEM #3
*

IRS HIRING AND TRAINING

Weaknesses in the Human Capital Office’s Hiring, Recruitment, and Training
Programs Are Undermining the IRS’s Efforts to Achieve Appropriate Staffing to
Meet Taxpayer Needs

WHY THIS IS A SERIOUS PROBLEM FOR TAXPAYERS

The right to quality service is a fundamental taxpayer right. High quality taxpayer service enables
taxpayers to voluntarily comply with their tax filing and reporting obligations and thus facilitates tax
compliance. Conversely, inadequate taxpayer service makes it more difficult for taxpayers to comply
with their tax filing and reporting obligations, which can reduce tax compliance.

To improve taxpayer service, the IRS must have more employees and must ensure its employees
are well trained. Over the past decade, the IRS’s budget was reduced by more than 15 percent in
inflation-adjusted terms, resulting in reduced staffing levels not seen since the 1970s.* As staffing
has declined, so have taxpayer service levels. The IRS has not had enough employees to transcribe
paper-filed returns, resulting in refund delays of ten months or longer for millions of taxpayers. It
has not had enough employees to answer taxpayer telephone calls, with the result that only about
one out of every ten calls is being answered by an IRS telephone assistor. It has not had enough
employees to staff its Taxpayer Assistance Centers (TACs), causing some TAC:s to close and others
to limit appointments. It has not had enough employees to process taxpayer correspondence, with
delays of eight months or more common.

Not surprisingly, the IRS has ranked poorly in customer satisfaction surveys. The American
Customer Satisfaction Index’s ranking of federal agencies placed the Treasury Department, which
interacts with the public primarily through the IRS, “dead last.”* Forrester Research’s U.S. Customer
Experience Index ranked 221 companies and federal agencies and similarly found the IRS ranked
last among all brands and agencies in customer satisfaction.”
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With the additional funding Congress provided in the Inflation Reduction Act (IRA), the IRS now
has sufficient resources to hire more employees and to train them. However, all IRS business units
must work through the IRS’s Human Capital Office (HCO) to hire employees, and the current
pressures that HCO faces result in HCO being a bottleneck that impedes hiring across the agency.
The IRS is taking too long to approve, process, and list job announcements, the quality of the
announcements is often inadequate, and its initial screening of applications is taking too long and
sometimes results in selecting candidates for consideration who are not, in the view of the business
units, the most qualified.

EXPLANATION OF THE PROBLEM

The IRS is not only the nation’s tax administrator but also a service provider and administrator of social
benefits. Top quality service is fundamental to the IRS mission, and the success of this mission begins with its
employees, future hiring, and continuous training. The pandemic contributed to the undermining of taxpayer
service, notably with taxpayers experiencing significant delays in getting their returns processed, receiving their
refunds, and receiving service in person and on its toll-free lines.* This past filing season, the IRS received 73
million calls, telephone assistors answered ten percent of calls, and hold times averaged 29 minutes.® Simply
put, nine out of ten phone calls to the IRS went unanswered by telephone assistors. Many of the IRS’s
challenges stem from inadequate staffing, including limited staffing in Submission Processing and telephone
call centers. In addition, the IRS estimates 63 percent (52,000 of 83,000) of employees are eligible to retire

in the next six years.” Hiring and adequately training the right quantity and quality of new employees while
keeping up with the pace of retirements cannot be overstated as it will not only enhance taxpayer service but
also protect taxpayer rights.

To gain further insight on hiring, recruitment, and training hurdles from the perspective of some of HCO’s
customers (IRS business, service, enforcement, and operations divisions) and to identify remaining obstacles
that the IRS needs to address, TAS once again interviewed subject matter experts from various IRS Business
Operating Divisions (BODs) in September and October 2022. These interviews gathered information
on their experiences with IRS hiring, recruitment, and training, including barriers encountered and
recommendations to strengthen the process for the future. In our discussions with the subject matter experts
from different divisions, dissatisfaction was a theme, and several issues stood out:
* Hiring delays were a common issue raised in all interviews with varying levels of concern and
significance;
* Issues with vetting of candidates by HCO including instances where an applicant was referred to the
selecting official in a BOD but did not qualify despite HCO vetting;

* Delays in the hiring process due to fingerprinting and background checks;
* Issues with the bundling of hiring announcements caused BODs to compete for the same applicants;
* More resources and investment needed in overall IRS recruitment efforts;

* 'The lack of communication on what is happening with IRS University and long-term IRS training
strategy and plans; and

* Difficulty securing training space, especially without enough advance notice.

While anecdotal, these comments by the BOD hiring and training officials are indicative that there is much
the IRS must do internally to improve how it handles the hiring, recruitment, and training processes. While
respondents were generally appreciative of the hard work of HCO staff and its willingness to help overall,
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respondents believed that there was significant room for improvement. This was consistent with our analysis
from discussions with HCO and the responses to our information requests that constituted the core of our
research.

As the IRS faces the realities that come with an aging workforce, its inability to attract, hire, and retain
younger generations of workers threatens its ability to fairly and efficiently administer the tax laws and provide
the best possible customer service to our nation’s taxpayers. There is no doubt that certain hurdles are outside
of the IRS’s control. However, to alleviate the problems highlighted above, the IRS needs to make significant
changes and reallocate more resources to HCO’s hiring and training efforts to support the mission of the IRS
and prevent further harm to taxpayer service.

ANALYSIS

The IRA?® provided the IRS with much-needed funding (approximately $80 billion over the next decade)
and presents an excellent opportunity to improve taxpayer service. In September 2022, the Secretary of the
Treasury announced plans for the IRS to first hire 5,000 more customer service representatives to enhance its
telephone operations and triple the number of taxpayers served at TACs.” Both services are fundamental to
basic taxpayer service.

With this new funding, the IRS must prioritize and revolutionize its hiring, recruitment, and training
processes. It should invest in revamping HCO as a foundation to its success. To improve IRS taxpayer
service, HCO will need to recruit, hire, and train new employees on a historic scale the IRS has never
attempted beyond its current capacities. HCO must do this while also keeping pace with the rate of attrition
and accounting for the estimated 52,000 IRS employees expected to be lost through attrition within the
next six years.”* To hire thousands of new employees over the next decade and replace employees who have
retired or otherwise left, the IRS must increase its current hiring capacity to meet this demand and focus on
the training of its employees. The IRS must be able to show Congress and the American public that the IRA
funding is a good investment providing measurable and immediate impact. In addition to addressing hiring
challenges with the new funding, the IRS must prioritize recruitment and counter recruitment challenges it
faces in a competitive job market. The agency must work to revamp its training quality and overall training
efficiency. The IRS has yet to start its long-awaited IRS University that was announced in response to a
Taxpayer First Act requirement.™

The IRS has recently made progress to address some recruitment and hiring challenges. On February 24,
2022, the U.S. Office of Personnel Management (OPM) granted the IRS limited Direct Hire Authority
(DHA) for up to 10,000 employees to address immediate hiring needs more quickly within the IRS Wage and
Investment (W&I) Division’s Accounts Management and Submission Processing organizations.'* The IRS

has been working to hire up to 10,000 employees before this hiring flexibility ends on December 31, 2023.5
The IRS is also secking to expand the use of Streamlined Critical Pay beyond information technology (IT)
employees and increase the number of positions designated for Critical Position Pay beyond IT; this proposal
is awaiting approval from the Treasury Department and OPM.* Per our recommendation, the IRS is working
on the documentation and justification required for submission of OPM Form 1397, Special Salary Rate
Request Form, to request that OPM establish higher rates of basic pay or special rates for a group or category
of General Schedule (GS) positions.”> To increase HCO’s hiring capacity, in fiscal year (FY) 2021, HCO was
given the authority to hire an additional 250 employees within HCO.!* The HCO Strategic Talent Analytics
& Recruitment Solutions Office (HCO STARS) is also increasing staffing, with plans to add 15 recruiters

in 2022 to meet IRS recruiting demands."”” Although TAS is encouraged to see incremental progress, the

IRS has much more work to do to increase HCO hiring capacity, improve recruitment strategies, and start
implementation of a robust training program. Below, we will highlight some of these remaining challenges
that the IRS needs to address and offer recommendations to address them.
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Hiring

As the IRS acknowledged in its Strategic Plan for FYs 2022-2026, attrition remains a significant challenge

for the IRS because of its aging workforce.” The majority of IRS hiring is simply to backfill positions due to
retirements while there are relatively fewer planned new hires aimed at enhancing current staffing levels. Until
the IRS releases its updated planning estimates, which take into account the enactment of the IRA, TAS does
not have access to estimates or final hiring objectives within the IRS. TAS will continue to focus on hiring
challenges and successes.

FIGURE 2.3.1, IRS Workforce Planning Estimates for FY 2023 Prior to Enactment of the

IRA™
Business Operating Division Planned Attrition Hires FY 2023 New Hires
(100% Backfill) (Pre-IRA)
Chief Financial Officer 37 41
Communications & Liaison 23 29
Criminal Investigation 238 274
Enterprise Digitalization & Case Management Office 5 61
Facilities Management & Security Services 79 0
Human Capital Office 180 252
Independent Office of Appeals 146 247
Information Technology 456 212
IRS NEXT 0 1
Large Business and International 338 559
National Headquarters (Reserved) 11 5
National Taxpayer Advocate (Taxpayer Services) 306 103
Office of Equity, Diversity & Inclusion 18 9
Office of Chief Procurement Officer 36 0
Office of Professional Responsiblity 0 6
Office of Online Services 7 108
Office of the Chief Risk Officer 0 0
Privacy, Governmental Liaison & Disclosure 33 1
Research, Applied Analytics & Statistics 31 36
Return Preparer Office 15 16
Small Business/Self-Employed 3,164 2,280
Tax Exempt and Government Entitities 106 183
Taxpayer Experience Office 1 35
Wage and Investment Taxpayer Services 6,276 4,400
Wage and Investment (Operations Support and Enforcement) 167 181
Whistleblower Office 1 5
Grand Total 11,674 9,054
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Figure 2.3.1 shows the estimated attrition hiring and FY 2023 new hiring that the different BODs made prior
to the enactment of the IRA. As illustrated, the IRS planned to backfill 11,674 positions in FY 2023, with
the majority of those projected for the W&I and Small Business/Self-Employed Divisions. The IRS had also
planned to hire 9,054 new hires prior to the enactment of the IRA in FY 2023. This figure shows how much
of hiring is done to just keep up with the pace of attrition relative to new hires. It also provides a breakdown
of the parts of the IRS for which the backfills and new hires are planned.

Figure 2.3.2 outlines the hiring activities of the IRS over the past three fiscal years. As illustrated in Figure
2.3.2, in the past three fiscal years, the IRS lost 2,986; 3,852; and 3,714 employees, respectively, due to
retirement. The IRS made progress in FY 2022 in hiring more external hires than the two previous fiscal
years. It lost fewer employees due to non-retirement separations relative to the two preceding years. Although
these figures show an improvement, there is a lot to be done; as the IRS acknowledged in its Strategic Plan FY
2022-2026, it has an estimated 63 percent (52,000 of 83,000) of employees eligible to retire in the next six
years.”>. Many of these positions will need to be filled to maintain the status quo in addition to any new hiring
the IRS plans as a result of the increase in appropriations.

FIGURE 2.3.2, IRS Human Capital Office Processing of Hires, Non-Retirement
Separations, and Retirements for FYs 2020-20222"

FY 2020 FY 2021 FY 2022
Total External Hires 8,290 14,644 15,248
Non-Retirement Separations 8,775 10,610 8,031
Retirements 2,986 3,852 3,714
Sum of Non-Retirement Separations and Retirements 11,761 14,462 11,745
Total Hires (Internal and External) 17,007 23,506 23,821

The Human Capital Office Needs to Reduce the Average Cycle Time for Hires

The IRS has increased hiring efforts as a result of recent appropriation increases. With increased funding
provided by the IRA, Treasury Secretary Janet Yellen committed to fully staffing all IRS TAC offices,
increasing IRS telephone Level of Service to 85 percent, and cutting wait times for telephone service in half
over the coming filing season.”? As of October 27, 2022, W&I had onboarded 4,000 new employees to help
answer telephones, with the goal of hiring another 1,000 by year-end.” In FY 2022, the IRS hired 5,950 new
hires, which includes the employees hired to assist with telephones via its DHA as of September 2022.

HCO made improvements to the hiring process in FY 2022. It expanded its use of contractors to support
hiring and personnel security processes.”> HCO entered into interagency agreements with OPM to support
hiring and the U.S. Department of Veterans Affairs to support personnel security.”® Additionally, in FY 2022,
to support a surge in hiring activity, the IRS created a surge team of 58 individuals from different BODS to
volunteer to assist with the onboarding portion of the hiring process in HCO.* HCO hired an additional
133 human resource specialists in FY 2022 as of September 24, 2022.% TAS commends HCO’s efforts in
these improvements.

However, TAS continues to remain concerned about the delays in hiring and the average cycle time for
hires. The current hiring process remains lengthy and burdensome. The IRS needs to significantly shorten
its average time-to-hire so it can compete better with the pace of other employers in the labor market. To
measure success in this arena, OPM has set a time-to-hire goal — measured by the number of days that lapse
after a request to hire is sent to an agency’s Human Resources function until the day of a new employee’s
entrance on duty — of 80 calendar days.”
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FIGURE 2.3.3, Average Time to Hire and Average Cycle Time of All Regular Hiring and
Filing Season Hiring for FY 20223°

Average Cycle Time From

Type of Hire Announcement to Start Date VDL VUG Ul
yp (Overall Average) | (Without DHA) (With DHA)
(Entry on Duty)
IRS Wide 109.16 Days 80.63 Days 87.04 Days 57.53 Days
IRS-Internal 94.42 Days 54.64 Days 54.64 Days N/A
IRS-External 172.14 Days 90.41 Days 104.44 Days 57.53 Days

As shown in Figure 2.3.3, in FY 2022, the IRS’s time-to-hire averaged 81 days overall, with 104 days for
external hires without using DHA authority and 58 days for external hires using DHA.*" For a comparison,
the IRS’s time-to-hire average overall was about 88 days in FY 2021 (about 94 days when hiring external
candidates), which is beyond the OPM goal but a significant improvement over the 120 days in FY 2019.%
Although the FY 2022 results of this measure are an improvement for the IRS, it does not show a complete
picture of the hiring process. In FY 2022, the average cycle time from the start of a job announcement to

the start date (entry on duty) of the new employee was 109 days overall but 172 days for external hires.**

The background check and personnel security process, which are not under HCO’s control, add time to this
measure. Under the time-to-hire metric, external hires that applied to positions that were not DHA approved
had to wait on average about 104 days before starting their new job.

One of the best ways to expedite the current hiring process is to allow the IRS additional flexibilities in

hiring that bypass some of the most time-consuming and frustrating parts of the hiring process. One such
method is via DHA, which refers to hiring individuals into the Competitive Civil Service (GS-15 and below
or equivalent) in permanent or nonpermanent positions by bypassing some of the hiring processes to allow
for quicker hiring.** Figure 2.3.3 also illustrates that DHA improves the average IRS time-to-hire relative to
the overall time to hire. Based on these results, TAS recommends that the IRS pursue DHA for more critical
positions across the service, beyond what has been requested to date, because the IRS will also need the
appropriate support staff (e.g., secretaries, analysts, managers) to support significant increases in technical and
critical positions.”> Given that many of these potential applicants applying externally may not be incentivized
to wait 104 days (as shown above for hires without DHA) or a full 172 days (as shown above for average cycle
time for external applicants), DHA, which averaged about 58 days for external hires, reduced the waiting
period and placed the IRS in a much better position. Accordingly, TAS advocates for the IRS to expand this
flexibility in hiring. TAS also advocates for more flexibilities, such as special pay rates. TAS recommends
that the IRS continue to raise awareness internally about the process for special pay rates and encourage
submission of OPM Form 1397, Special Salary Rate Request Form, to request that OPM establish higher
rates of basic pay or special rates as needed for a group or category of GS positions.

The Human Capital Office Should Improve Communication With Business Operating Divisions on
Applicant Qualifications and Improve Human Resources Specialist Training

During our interviews with subject matter experts from various BODs, several IRS organizations expressed
concern that, in some cases, applicants for certain positions are determined to be unqualified when they
are qualified and those who are not qualified are determined to be qualified. Some applicants were initially
determined to be qualified for the position and subsequently selected; later, it was determined they were
unqualified and had to be told they were no longer selected for the position. These errors and time

delays are not good for the applicant or the IRS. TAS believes these mistakes are attributable to a lack

of communication between HCO and the BODs and the need for better training for human resources
specialists. It is imperative that human resources specialists be appropriately trained before qualifying
applicants for positions. Failure to do so may negatively impact the organization, and in some cases,
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the applicants. This is a work in progress, and HCO is working to address these concerns, but quick
improvement is imperative to its success. TAS will continue to monitor the results of these efforts.

The IRS Should Invest in Upgrading the Current IRS Background Investigation System Technology to
Eliminate Delays and Reduce Manual Workload

The IRS made improvements in the hiring process as highlighted above. However, barriers still exist in some
areas, including the security clearance and fingerprinting processes. Fingerprinting appointment availability
continues to be a challenge. Based on anecdotal information from interviews, some applicants must wait

up to several weeks before they can get a fingerprint appointment to continue through the hiring process.
TAS commends the IRS for launching a real-time Telephone Assistance Call Line in the Personnel Security
office to assist applicants, employees, and contractors with background investigation issues that resulted in
rejection.”® The IRS also implemented an internal training plan for new hires to improve operations and
supplemented staffing with contractor support, and in FY 2023, personnel security processes will undergo

a review to determine areas for enhancement and improvement.”” Although these measures will hopefully
reduce the burden, more work is needed to improve this process as employees cannot be onboarded without
necessary background checks and security clearance. To further streamline the personnel security and
employee screening processes, TAS recommends that the IRS reallocate budgetary resources to invest in a
web-based personnel security inventory management system to upgrade current IRS background investigation
system technology to eliminate antiquated processes, reduce manual workload, and improve interconnection
with other systems. A centralized, web-based personnel security inventory management system is a good
investment that will help reduce the current delays in the hiring process.

TAS also encourages HCO to work with IRS Facilities Management and Security Services, the Treasury
Department, and other stakeholders to consider additional ways to shorten the security clearance, background
check, and fingerprinting processes, including by considering outsourcing parts of the process to additional
contractors.

Recruitment

The IRS Needs to Brand lItself as a Desired Agency to Work for and Reallocate Additional Budgetary
Resources to the Human Capital Office’s Strategic Talent Analytics and Recruitment Solutions
Division to Expand Recruitment Efforts

In FY 2022, the IRS used digital tools to reach 47,338 potential candidates, with 2,891 candidates applying
for positions.*® It shared recruitment events and announcements with 1,558 public interest organizations.*”
It hosted 16 in-person direct-hire events and ten virtual direct hire events in FY 2022, engaging more than
24,900 people, with offers made for 5,363 positions for Clerks and Tax Examiners and 2,878 positions for
Contact Representatives.*

TAS commends the IRS for these recruitment efforts; however, the IRS has room for improvement in
branding and marketing itself and developing long-lasting partnerships with academia and industry.

The IRS needs to recruit numerous high
quality applicants promptly and needs to
dramatically ramp up its recruitment
efforts from current levels to meet its goal.
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The IRS needs to recruit numerous high quality applicants promptly and dramatically ramp up its
recruitment efforts from current levels to meet its goal. In today’s job market, with employee expectations

in a post-COVID-19 work environment, the average employee values having competitive benefits and more
remote work flexibility. The IRS has made strides to increase attractive benefits such as its recent adoption of
childcare subsidies for employees who meet certain income guidelines. The IRS is also offering recruitment
bonuses and employee referral bonuses and exploring the use of student loan repayment, eldercare subsidies,
and remote working options to attract talent.”* This is a great start, but the IRS needs to do more to market
and advertise these benefits to potential job seekers.

The IRS should increase focus on and devote resources to marketing and branding itself to potential applicants
as a great employer. Successful marketing and branding should demonstrate to prospective employees what
the agency represents and what career paths are available and highlight current employee experiences through
multiple channels. These efforts require a long-term investment by the agency.

While the IRS has made progress in recent years to deepen and expand collaborative partnerships with
industry and academia, budget constraints have limited the resources dedicated to such partnerships. The
IRS can do more to attract critically needed talent for a next-generation workforce prepared to deal with new
challenges that originate from multiple interdisciplinary areas of study beyond the traditional degrees upon
which the agency has long relied. More than ever, the IRS needs employees with backgrounds in statistics,
applied mathematics, computer science and artificial intelligence, engineering, economics, finance, physics,
and social sciences. To be competitive in recruiting top-notch talent, the IRS will need to dedicate even
more resources to recruitment than it has done to date, including further expanding its current recruitment
cadre and moving beyond the traditional recruitment tactics upon which it has relied. TAS recommends
that the IRS reallocate additional budgetary resources to the HCO STARS team so it can implement an
updated Strategic Recruitment Plan that will increase recruitment partnerships with private sector recruiting
firms, universities, community colleges, and any other sources where diverse and qualified applicants may be
underemployed.

Employee Retention
The IRS Needs to Reduce Employee Turnover Rates and Improve Employee Retention Rates

Once the IRS can recruit and hire employees, it must focus on employee retention to preserve the resources
spent in the hiring and training processes. According to the IRS’s Corporate Leadership Engagement Action
Plan, it has an average estimated turnover cost of $10,000 per employee.” These are dollars wasted that

the IRS has spent on recruiting, hiring, and training the departing employees. The IRS understands the
importance of retaining employees and to demonstrate this, includes a strategy in its FYs 2022-2026 Strategic
Plan to enhance retention through increased focus and analysis on mission-critical positions and improve
succession planning to maintain institutional knowledge and reduce workload disruptions.”* TAS commends
the IRS for focusing on retention and implementing the action plan to ensure IRS leadership is focused on
engaging its employees. However, TAS is concerned that the action plan may not be robust enough to retain
employees with less than one year of service. In FY 2020, the IRS retained close to 80 percent of employees
with less than one year of service, but that number decreased to less than 70 percent in FY 2021.% Further,
the IRS had issues retaining employees under the age of 30 as retention rates between FYs 2020-2021 were
between 63-68 percent for this age group, lower than employees above age 30.”° TAS recommends that the
IRS update its FYs 2022-2025 Corporate Leadership Engagement Action Plan to include specific actions the
IRS will take to improve retention rates of employees with less than one year of service and employees under
the age of 30 and specific actions to further reduce the overall turnover rates of employees. Perhaps if the
IRS puts a greater focus on improving the employee experience and creating a sense of employee growth and
community, it will not only help it build a healthier workforce but will also help reduce employee turnover
costs in the long term.
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Training

The IRS Needs to Provide a Dedicated Operational Budget for the Implementation and
Operationalization of IRS University

New IRS employees cannot start working on day one — they need significant resources and time to receive
quality training, which can often mean both classroom-type and on-the-job training over an extended
period of time. A workforce equipped with next-generation skills needs advanced training, which requires
investment and dedicated budgetary resources. For years, the IRS has been in the process of developing
and implementing a comprehensive training strategy as described in the IRS’s Taxpayer First Act Report to
Congress.”® It is the National Taxpayer Advocate’s opinion that training and leveraging of existing skillsets
are critical to the success of any organization. The IRS has the challenge of providing up-to-date training to
existing employees and also training and developing a new workforce. The National Taxpayer Advocate has
concerns as to the vision, organizational buy-in, and slow implementation of IRS University (IRSU) to be
successfully implemented to meet the needs of the IRS workforce of the future and to reach the standing of a
quality service organization.

However, despite the lack of dedicated funding in the past few years for this project, the IRS made some
advancements in its implementation of IRSU. According to HCO’s responses to TAS information requests,
HCO is partnering with the business units to implement IRSU in three phases.”” In phase one, the IRS
developed a training strategy, IRSU structure, and employee development life cycle.”® The IRS designed,
developed, and released new hire training and created a Customer Service/ Taxpayer Experience school.’
Phase two saw the completion of the job analysis and development of all 14 mission critical occupation
competency models, skills assessments, and career paths.”® Additionally, the IRS developed an IRSU playbook
outlining how HCO will establish IRSU and its roles and responsibilities.”> While TAS has yet to review the
materials or see concrete outcomes from the first two phases of IRSU, we are hopeful that the IRS is moving
in the right direction and look forward to partnering with the IRS to improve its training program.

The IRS has yet to implement phase three of the IRSU plan, which includes acquiring a solution for
automated skills assessments and career paths; fully operationalizing, opening, and utilizing IRSU; and
standing up a Center of Excellence for the Treasury Department in FY 2023.>* According to HCO’s responses
to TAS information requests, the IRS has neither a timeline for completion of phase three nor the required
budgetary resources, leaving the agency at a critical juncture as timely completion of this phase is necessary

to ensure an adequate training mechanism is operating and fully functional.®* The IRS must be prepared to
properly onboard its new employees and have robust training courses and options available to hit the ground
running as new employees are hired. Hiring and training are foundational to the IRS’s mission and must be
priority one for the agency. TAS plans to monitor the IRS progress in this area in FY 2023.

The IRS should work with the Department of the Treasury and the U.S. General Services Administration to
expedite the federal procurement process for the implementation of IRSU. This should include requesting
approval of blanket purchase agreements (BPAs) for facilities for training so HCO can fully implement
phases one and two of its plan. BPAs are a type of federal procurement contract agreement established by a
government buyer with a schedule contractor to fill repetitive needs for supplies or services under the Federal
Acquisition Regulation.® The IRS has been allowed to award BPA contracts in IT in the past.” The use of
BPAs would significantly reduce the time to acquire training expertise for both building IRSU and delivering
technical, professional, and leadership training.”® BPAs would also allow HCO to streamline current training
acquisition and ensure the use of best-in-class vendors.””

Without the appropriate reallocation of funding and a long-term investment in IRSU, the IRS will
continue to struggle to build the envisioned workforce of the future. According to HCO’s responses to

TAS information requests, HCO estimates that it will need $123 million over five years to stand up and run
IRSU.* In addition to standup costs, IRSU needs a dedicated and adequate operating budget.”® The IRS
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spends approximately $45 million per year on training, which includes equipment, contracts, vendor fees,

and training travel.®® Funding for training has not increased for many years and is not sufficient to deliver

the training IRS employees need.* To meet demand, IRSU would require an initial operational budget of at
least $90 million, with a ten percent increase each year the IRS expands under the IRA.** According to HCO,
this is a great investment because it is just $1,125 per employee per year on training and development.* TAS
recommends that the IRS reallocate budgetary resources to provide an adequate, dedicated operational budget
to HCO’s teams leading the implementation of IRSU to establish the infrastructure to fully open IRSU and
to better align IRS long-term training capacity with long-term hiring capacity.

Given the opportunity to create a new training program, the IRS must focus on a comprehensive plan that
delivers both technical knowledge and practical experience to employees. Embedded in this strategy should
be the means for employee career mobility and continued development of technical skills as employees shift
their professional goals. A comprehensive training plan that interplays with a comprehensive hiring and
recruitment strategy is key to a proper functioning IRS to ensure it has a pipeline of incoming and future
talent that is trained and ready to achieve its mission year after year. The agency cannot accomplish that goal
without first investing in the full implementation of IRSU. The implementation of IRSU was not funded

in the past two years and was dependent on reallocating funding from other sectors.”* Using the newly
appropriated funds, the IRS must capitalize on the momentum to invest in IRSU to implement its corporate
training model, actualize plans for reducing training time, and ensure training efficacy improves to meet all its
employees’ needs.

CONCLUSION AND RECOMMENDATIONS

With new funding provided by Congress, the IRS must prioritize, overhaul, and revolutionize its hiring,
recruitment, and training processes. It should invest more in revamping HCO as a foundation to its success
and gaining the trust of IRS leadership and employees. The IRS must implement further improvements

in HCO’s hiring capacity than it has to date. It must streamline processes to shorten the amount of time
that it takes to hire new employees and hire the right employees. HCO must also dramatically increase

its recruitment efforts and seek ways to be more competitive in its hiring. Furthermore, the IRS needs to
demonstrate its successes, lead by example for current and future employees and leaders, expand efforts to
brand itself as a desired agency to work for, and develop partnerships with academia and industry to attract
top talent. To reduce delays in the hiring process attributable to personnel security and background checks,
the IRS should invest in and upgrade its current background investigation system technology to eliminate
delays and reduce manual workload. Additionally, the IRS needs to reduce employee turnover rates to better
improve employee retention rates, especially among younger age employees. Finally, the IRS should invest in
IRSU and provide a dedicated operational budget for the implementation and operationalization of IRSU and
work within the organization to gain buy-in for its vision.

Preliminary Administrative Recommendations to the IRS

The National Taxpayer Advocate recommends that the IRS:

1. Pursue DHA authority for more critical positions across the service, beyond what has been requested
to date, because the IRS will also need the appropriate support staff (e.g., secretaries, analysts,
managers) to support significant increases in technical and critical positions.

2. Continue to raise awareness internally about the process for special pay rates and encourage
submission of OPM Form 1397, Special Salary Rate Request Form, to request that OPM establish
higher rates of basic pay or special rates as needed for a group or category of GS positions.

3. Reallocate budgetary resources to invest in a web-based personnel security inventory management
system to upgrade current IRS background investigation system technology to eliminate antiquated
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processes, reduce manual workload, and improve interconnection with other systems. This will
further streamline the Personnel Security process and reduce delays during the employee background
check and employee screening processes.

4. Reallocate additional budgetary resources to the HCO STARS team so it can implement an updated
Strategic Recruitment Plan that will increase recruitment partnerships with private sector recruiting
firms, universities, community colleges, and any other sources where diverse and qualified applicants
may be underemployed.

5. Update its FYs 2022-2025 Corporate Leadership Engagement Action Plan to include specific
actions the IRS will take to improve retention rates of employees with less than one year of service
and employees under the age of 30 and specific actions to further reduce the overall turnover rates of
employees.

6. Reallocate budgetary resources to provide the necessary dedicated operational budget to HCO’s
teams leading the implementation of IRSU to establish the infrastructure to fully open IRSU and to
better align IRS long-term training capacity with long-term hiring capacity.

RESPONSIBLE OFFICIALS

Jeffrey Tribiano, Deputy Commissioner for Operations Support

Kevin Mclver, IRS Human Capital Officer

Nikole Flax, Director, Inflation Reduction Act 2022 Transformation and Implementation Office

IRS COMMENTS

The IRS agrees that recruitment, hiring, and training are foundational to its ability to provide
taxpayers with quality service and fair enforcement. This priority is reflected in both the IRS Strategic
Plan FY 2022-2026 and the Human Capital Operating Plan. The Inflation Reduction Act provided
significant multiyear funding that will allow the IRS to address critical human capital challenges in
innovative and impactful ways. Our strategy to improve in these areas will be a key component in the
agency’s transformation plans, and our goal is a redesigned hiring process that is simplified, digitized,
and automated, where possible, in order to reduce unnecessary applicant workload and minimize
unnecessary delays.

Despite the challenges noted in the report, the IRS continues to make major strides in enhancing
recruitment strategies and streamlining hiring activities. Time-to-hire has decreased from 120 days
in FY20 to 81 days in FY22, while overall hiring has increased. Much of this improvement resulted
from executing the Direct Hire Authority (DHA) OPM granted the IRS to hire up to 10,000
Accounts Management and Submission Processing employees through December 31, 2023.

In November 2022, OPM granted the IRS DHA for 14,300 positions, including 9,800 in
enforcement, taxpayer service, technology modernization, and delivery of critical services, and 4,500
Operations Support positions including I'T, Procurement, Human Resources, and Personnel Security.
The IRS is developing a recruitment and hiring action plan for DHA positions and planning to
increase DHA events.

These DHAs will further reduce the time-to-hire, and the IRS is pursuing innovative solutions
to relieve bottlenecks in the post-selection process. For example, each DHA selectee requires
appropriate pre-employment background investigation to ensure suitability and credentialing for
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sensitive positions. In addition to hiring more personnel security specialists to conduct background
investigations, the IRS is outsourcing parts of the process and exploring expanding alternate finger-
printing locations and improving technology. Executing these new DHAs will permit the IRS to

quickly fill these positions and begin the transformation envisioned by the Inflation Reduction Act.

We have improved our ability to predict and prepare for hiring needs by improving hiring capacity
and workforce planning processes and adding 400+ foundational hires in HCO in FY22. We have
completed an assessment of our ability to retain employees and continue to expand programs to
address challenges in this area and improve the employee experience, including a childcare subsidy
program, student loan repayment program, and a roadmap for requesting special pay authorities.
Still, we recognize that additional improvements are necessary to allow us to meet the challenges

ahead.

We recognize the importance of a well-trained workforce in serving the taxpayer as well as the impact
of career development and training on employee retention. As part of the 2021 Taxpayer First Act
Report to Congress, the IRS outlined the framework for a new IRS University (IRSU) to serve as an
innovative, centralized learning function to improve training and encourage collaboration across the
organization. We appreciate the Advocate’s support to fully fund IRSU.

TAXPAYER ADVOCATE SERVICE COMMENTS

TAS appreciates and has noted the IRS’s efforts to date. However, based on our analysis, including
interviews of HCO customers from across the IRS, the IRS has much more work to do to increase
HCO hiring capacity, improve recruitment strategies, and start implementation of a robust
training program. As the IRS noted, DHA has improved the time-to-hire, but the numbers have
not improved much for non-DHA position hires. We encourage the IRS to continue to request
that Congress and OPM provide DHA authority and additional hiring flexibilities as needed for
more positions. One area of concern that still remains is the fingerprinting and background check
processes, which need to be improved and the length of time for these processes be reduced. We
hope the IRS makes significant changes in this area including by providing for more opportunities
to implement automation “in order to reduce unnecessary applicant workload and minimize
unnecessary delays,” as the IRS envisions in its response.

The IRS states that it has “improved [its] ability to predict and prepare for hiring needs by improving
hiring capacity and workforce.” We have not seen that yet but look forward to seeing the results of
these efforts in the coming years. We commend HCO in adding over 400 foundational hires in FY
2022, and we anticipate HCO will be able to make progress as a result of its increased capacity. We
commend the IRS in recognizing the need to fully invest in IRSU so that it can implement its IRSU
vision outlined in the Taxpayer First Act Report to Congress.

TAS will continue to advocate with internal and external stakeholders that the IRS receive the
support and flexibilities it needs to meet its hiring needs so it can better serve taxpayers. TAS will also
continue to offer insight and collaborate with the IRS so the IRS can achieve its mission of providing
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quality service and protecting taxpayer rights. TAS will continue to advocate for the IRS’s hiring,
recruitment, and training needs and push the IRS to ensure it is providing adequate funding for
IRSU.

RECOMMENDATIONS

Administrative Recommendations to the IRS

The National Taxpayer Advocate recommends that the IRS:

1. Pursue DHA authority for more critical positions across the service, beyond what has been
requested to date, because the IRS will also need the appropriate support staff (e.g., secretaries,
managers) to support significant increases in technical and critical positions.

2. Continue to raise awareness internally about the process for special pay rates and encourage
submission of OPM Form 1397, Special Salary Rate Request Form, to request that OPM
establish higher rates of basic pay or special rates as needed for a group or category of GS
positions.

3. Reallocate budgetary resources to invest in a web-based personnel security inventory
management system to upgrade current IRS background investigation system technology to
eliminate antiquated processes, reduce manual workload, and improve interconnection with
other systems. This will further streamline the Personnel Security process and reduce delays
during the employee background check and employee screening processes.

4. Reallocate additional budgetary resources to the HCO STARS team so it can implement an
updated Strategic Recruitment Plan that will increase recruitment partnerships with private
sector recruiting firms, universities, community colleges, and any other sources where diverse
and qualified applicants may be underemployed.

5. Update its FYs 2022-2025 Corporate Leadership Engagement Action Plan to include specific
actions the IRS will take to improve retention rates of employees with less than one year of
service and employees under the age of 30 and specific actions to further reduce the overall
turnover rates of employees.

6. Reallocate budgetary resources to provide the necessary dedicated operational budget to HCO’s
teams leading the implementation of IRSU to establish the infrastructure to fully open IRSU
and to better align IRS long-term training capacity with long-term hiring capacity.
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