end, is a proxy fight for what role Bovery

14
data and sweet reae t
s g \ not likely to be resolved by dat 350N along +.
Sould play insociery, a dispore 0 B alitical controversysitis useful o know thag atlegy
the extent that facts are important ina p

one webhsite WY <. OI fﬁ:rs an unbiﬂscd inﬁ, "la[i()n S
] /. CIL‘hCCL. 4 g)l () - r .
l ]’ : | l g & d lt l tit 1tive i‘iSUf_‘ .It‘cn, rc]l’.‘vant f‘.lCtS o hard} \
:l ;'S iet (<) i i ively uan . b ire 1

: stations are driven by convier;
ive and biect to interpretation. When interpretations arc Y, Y mm':n“",and
sive and are subject to i nt, consensus is unlikely. Yet, the application o¢

ict i i >e1e
conviction becomes the basis for disagre _ dure that
the Base Realignment and Closure Act of 1990 Proccss a P[l'lot;e Bies inhéZSUCCESs.ﬁ,ny
dealt with the politically fraught issue of shu(t;tmg dolwn n:lrs (Igeal ‘20]7) Lil’:grt.:smm]
istr r issioned over the ye: - Likewise, g
districts; over 300 have been decommissic .
approach, one that encourages decisions in the overall common good instead of Narrgy,
e ; ’ cize the pay controversy. Similar to the BRAC Prog

ecial interests, could help depoliti : : 1 :

:I;onpartisan C(;nunission would regularly examine pay 1Ssues and make recommendationg

4 % - 4 5 S-

that must to be accepted or rejected in their entirety by (]fiongr esth y
Whatever may be decisive in policy change, it should meet these principles, as Stated

by the U.S. Office of Personnel Management: .“U’HHSPare_ncy’ eq;llal pa])f ffib; equal worf,
no political influence, and the ability to recruit and retain a Wg I qua ll ed workforce”
(O’Keefe, 2011). Pur differently, government can act as a model emp OYer—one thy
offers fair and competitive pay and benefits. That tl.le business sector does not like cop.
peting with such an employer does not mean that private and public employees should e
pitted against one another in a race to the bottom. I'Q?lfhel‘, when emp‘loyees are manageq
as assets, it makes sense to invest in workforce capabilities and comparing payroll expenses
becomes less relevant. Why should government emulate the private sector, which has Sys-
tematically shifted costs to its workforce and depressed employee wages in the last several
decades? In fact, governmental personnel have already carried a disproportionate share
of budget cuts in recent years. The goal should be that every working American receives
reasonable pay and benefits. Instead, those who still have a living wage and modest pen-
sions in government are being asked to give up what citizens of most advanced nations
enjoy as a right. The country would be better served by improving the public service
rather than serving it up as a false sacrifice for economic problems (Stier, 2011). Turning
now from pay philosophy issues, the next section examines labor market forces (refer back
to Exhibit 7.1).

The compensation debate, in the

LABOR MARKET FORCES: EXTERNAL COMPETITION

pl}; anfd dex'nand for speFiﬁc jqbsz The obvious, if often overlooked, fact is that pay is
:,Z'S: dunc(;xon of a f'an(:lful, pristine, abstract free market——-something that has never
. E and never will. Rather, Occupations exist in different labor markets, none of
Cd' 15]?&’. Supply and demand are affected by publi
spending, fo i i
d;])e Iabog’mailliz tolfS i;}le;;i;:z;is arfld types of labor preferred. Another factor altering
eo : 2
contracts and laws that give some workers 2 m¢

with labor markets, ancial bubbles and busts certainly play havo¢

The overall pub;
5 ¢ labor market . i
Organizational needs, Fiye I, ©- May be constituted jp different ways depending °"

bor m i : .
arket dlmensmns, or submarkets, can be identified:
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. The staff and clerjcg] |
¢ who are responsible fo::-l:g;isl:‘t:;:?rkit e fies administrative support personnel
. : Ing local fip i <
and organizing roug e " ances, processing HR paperwork,
ga g Ne unit funcmon:;. While positions in thisg pool Eopnot

4. Exea'mves area fm_lrth submarket comprising both highly qualified and
. AEPIRC cxecutives, such as city and county managersyaid those with
xiiage] oo cceaans, palicy skills, or ganizational change ’expern'se and/or public
TEOoRaL; While it is common to think that this pool is always flush ,it becomes
quite difficult for U.S. presidents to fil] agency positions in the Ias; years of
their terms because such individua]s are not likely to find short-term temporary
caretaker roles desirable (thus, agency careerists generally take interim positions).

Professional and hJ gh-level craft Occupations requiring licensure are the final
market type, and in fact may be a series of small submarkets related to high-skill and
high-demand jobs in areas like medicine, law, engineering, and finance. For instance,
while the average annual pay for federal employees is over $70,000, the highest-
paid agency, the Securities and Exchange Commission, is more than twice that
number (for current figures consult www.federalpay.org), a modest sum compared
to Wall Street compensation. Public safety positions, in particular law enforcement
positions, are sometimes in this category (rather than in the white- and blue-collar
classifications that they were a part of in the past) due to the training and education
required, citizen demands, and political clout associated with their unions.

n

There is considerable variation in the actual use and blending of these categories. To
lhgtrate, the state of Indiana has eight pay plans: one for professional, administrative, and
£y 0.1981'0;'11, plus another for its managers; one for clerical, office machine operators, and
*thnicians, plus another for its managers; one for labor, trades, anq crafts, ph.15 ar}otller for
*Managers; one for executives but also including highly paid medical and scientific work-
Tand one fo protective occupations-law enforcement. In practic?l terms, compensation
mﬁsﬁs and the management team negotiating ey ik chnarkec s g
it Y “Quivalent to bargaining units (e.g., the state of Calitornia has 21 bargaining ¢

Eﬁ 5 mﬂslder s the labor market as divided into 21 parts).

CHAPTER SEVEN «'COMPENSATION 249

Scanned with CamScanner



|

Pay for these different markets is benchmarked using a variety of tools. L.arge te
such as the federal and state governments, normally require workforce analysis f,, intcm:i
purposes. For example, the Texas State Auditor’s Office (n.d.) states:

Workforce analysis is a systematic process for 1dentlfymgdthe hun_mn Capira)
required to meet agency goals and developing the plans and strategies to Meey

these requirements. G
As part of the strategic plan required under Texas Government Code

Section 2056.002, state agencies must conduct a strategic planning staffing apg).
ysis and develop a workforce plan. Workforce plans are completed as part of

agencies’ strategic plans.

The most common approach involves the use of government-supplied employmep,
data sets. The Bureau of Labor Statistics (BLS) provides data on Wage averages by sec.
tors, industries, and regions throughout the year. Mos_t states have equivalent agencies thy,
furnish even more localized information, such as California’s Employment DeveIOpmem
Department. Industry-generated studies also are useful sources of data (Pfofessional orga.
nizations that conduct these surveys include the National League of Cities, the Nationg]
Association of Counties, and their statewide counterparts, as well as the Nationa| Con.
ference of State Legislatures). Organizations, in addition, do their own salary surveys, or
may do them for self-defined benchmark groups. For instance, universities in the same
athletic conference or region of the country may routinely survey one another—g process
that becomes subject to some degree of circumlocution and collusion. Finally, when q high
level of expertise is required, long-term planning for specialized needs is sought, or speed s
required, organizations may contract with consultin g firms to conduct surveys. The design

and implementation of surveys involves significant technical issues (identifying key jobs
and relevant organizations, calculating benefits, data collection uncertainties). But even
flawed assessments—in the absence of better data—can provide useful information, as long
as it is recognized that interpretation of the information “requires a combination of the
‘science’ found in the calculated values and the ‘art’ of using these figures in alignment with
an organization’s strategy and pay policy” (York & Brown, 2008, p. 123)s
Although salaries form the foundation of most employees’ perceptions of pay, accu-
rate estimates of external equity cannot focus solely on salary data. Benefits, a trivial fringe
in most organizations before World War II, now add an average of 41 percent to the
payroll and account for some 29 percent of the total personnel compensation package.
This increase is attributed largely to tax policy (both employers and employees realize tax
advantages from certain types of benefits) and the rising costs of health and retirement
programs.® An interesting paradox nevertheless exists: As the valye of benefits increases,
employee satisfaction can decrease (see Exhibit 7.5, as well as Chapter 8). In fact, to the
extent that a selected benefit is unwanted, it is less than a benefit and more of a salary

deduction. Furthermore, the utility of benefits in achieving organizational goals is fimited

}ns:bga to :l:)ters.than pay increases. These Programs are reputed to be superior 10 thost
op:s Oxfn & e };;;ate .do.mam, as public employees are sometimes covered under moz
types of plans. When governments are compared with other large white-collar employer®
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gxhibit 7.5 Unbeneficia] Benefits

ded what bep,.
that a their

 vidual differences in age, sex 5
* pumber of dependents become
s Rigidity, gaps in Coverage, and Cost shiftin

o employees have resulted in discontent wit]?

" employer benefit Programs. Some have one or
" moreof the following elements:

Manifest.

-« Standardized Packages that require

- participation whether or Not employees

" need the benefits (duplicate Insurance for
‘two employees in the family) Or even desire
them (inexpensive—ang inadequate—
group life and disability insurance)

;:_;:_,_,.. - Considerable omissions in coverage that
' annoy many participants (e.g.,eye and
- dental care, long-term care policies, legal
- assistance, child and elder care, domestic
partner coverage)

: :,s Cost-containment strategies in health

& . care coverage (to the extent that insurance
__premiums can wipe out pay raises) and
. refirement plans (changing from employer-
~ paid defined-benefit programs to employer/
.employee-paid defined-contribution programs)

f‘-f(?fle'method of addressing these concerns

:Téﬁ}_mbffer flexible or cafeteria plans that estab-

; lish éﬁlployee accounts or menus equal to the
a"ﬁaf value of benefits. Each person can then
 choosé 2 combination of appropriate bene-
fits. Administrative barriers may exist in these
Programs, but they can be overcome (e.g., ben-
. #fits can be bundled into selected packages to

R e R e A .
& e"‘?{g@a}gqged}utﬂlz Boon). 21Ch. PIOE - _to offer a minimum coverage package for the
A Rd L gi S SURERGEGL R T L T R ' fits. One way to accom-
BEEe P e s s enefits . most important bene -

employers no longer pay Jor benear plish this goal, as noted, is the use of cafeteria
~ benefit plans. :

1 Iesolve organization-individual conflicts,

anted by employees—and both can save 1.

S It should be pointed out, however, that

flexible programs make it easier for employers
to pass cost increases to employees because the -
individual decides whether to pay more or take
less coverage.

More radical than flexible plans would
be to simply give employees the cash and tax
value of their benefits, thus abolishing these
Programs entirely. Employer-sponsored benefit
Programs, after all, are largely a result of his-
torical accident; with wage and salary controls
during World War I, the only way organizations
could keep people from seeking better-paying
jobs elsewhere was to add benefits that were
not covered by wage and salary restrictions.
The logic is straightforward: An individual could
obtain desired coverage by joining any number
of non-employer group programs that offer rates
as low as those provided by employers. Should
large organizations terminate their programs,
vendors would develop even more, perhaps
cheaper, options.

However, making everyone responsible for
all their own benefits ignores advantages of
specialization and expertise; even Wall Street
bankers, perhaps especially, are not good at

- managing investments. Such decisions are far

more complex, financially critical, and risky
than decisions about most consumer pur-
chases. Even if they were not, having to make
the decisions would cause employees to spend
time on issues far removed from workplace,
Temove an attractive way to recruit people, and
change the original intent of defined-contriby-

tion programs (which were never intended to
replace defined-benefit programs, but rather

merely to supplement them). While it may be

a useful idea to give individuals the cash value
and/or some control over selected benefits,
employers should retain their responsibility
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N ially because corporate executive pe
y - 20 disappear, espccm p
foWe g st iaicegal | DUUCTRRD c;cecutive coaches, expense accounts, multip|

sites (e.g., stock options, personal security, I counseling, country club membe
idences, free insurance, no-cost financial and legal ¢ ’ I

! ses, moving ex
box seats at sporting events, guaranteed bonuses, :
g 5 rice, personal che
ing allowances, first-class travel, spouse travel, chauffer service, p fs, company,

cars, generous severance pay, estate planning, children’s e;lucal:;)g;t\;c?sgrrlisg aie unusu_al
in other sectors.” Indeed, government and nonprofit bcnlt'z tsa e I'bo those: in
big business, and whatever perceived advantages the public Secm‘l: B ds i ashz: enefit-richy
salary-poor employer are being eroded by increasing employee costsa : ”}1]“115 , DE Coverage,

The determination of external equity, in short, should recognize that a though con.
ventional free market supply-and-demand theories seem simple, = pI;;lCthC there is ng
single labor market—there are many. And no sooner has one deteljrmne what the marke
is than it changes. Salary assessment tools are at once pr.oblemaFlc 'fmd valuable; benef;;
programs, although hard to quantify and compare, constitute a significant, often contre.

versial, part of compensation.

Tqui.
Cres.
Ships‘

penses, home repairs, clog,.

JOB CONTENT: INTERNAL CONSISTENCY

Pay decisions are made within the framework of the compensation structure, Some form
of job evaluation method is used to assess the value of jobs systematically and assign jobs to
salary grades, which in turn are given a range of salaries. This procedure defines an inter-
nal value hierarchy based on comparisons of jobs by their contribution to organizational
objectives. Internal equity, then, rewards jobs of equal value with the same amount and pays
jobs of different value according to some set of acceptable factors.

All systems of job evaluation—the most widely used of which is the point factor
method (described in Chapter 5)—are premised on the need to identify criteria relative
to job value (e.g., responsibility, working conditions, skill); jobs are then ranked in the
hierarchy on these criteria. Despite its facade of objectivity (and resulting drawbacks), job
evaluation retains a measure of face validity and thus remains the basis of internal equity
in most organizations.

._ The scope of job 'evaluations varies substantially. When a single job or classification
is c_:harfgtl:d based on differences between it and 2 job or classification in the outside mar-
ket, this is called a market adjustment (or it may simply be the result of a counteroffer

to an employee with another job prospect). When a change is made based on the fact

4 e »
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Pay schedules attem

_ e PLto provide i
leads to complaints aboy; Provide fairnesg ng sor
moreand do it better! Or';gl:iﬂ;ll}lewd]ng these goals (e ;e‘f;‘;i*;z:f pfjducmbinty While this
" ng the HY paid more than I, and T do

because of ; 0al >
e of a mechanjcy] pay sysmma,)‘fr::oﬂl ]s] :(:Z w!:aﬂ (“Workers in Agency X are complacent
atter

nalize and organize how ; ow f]
(radeandstep syscmey e o,y pI::segl}}:)iyaasr;_ Limtlgi L
3 at ectrum fro
A lockstep approach Nides pg’; I:Vel(fay Tange systems) to elastic (pay-bandingr:y;:;m;;P

dicts l ‘ A . or grad 1 p ' ‘
predictability. Each employee js placed i"toirjolfih ittilllfinzs;:isﬁlgéngev;m(orde;l;ness, an(ti.
‘ ade (e.g., the state o

0ns th
atuse grades have 13 steps; these are incremental

represents approximatc]y a3l :
. P percent
ladders (e.g., Financial Analyst | 2, anc;l;rzas

thml-lgh the steps in grade. They do retain substantial control in career series promotions and
considerable control over competitive promotions such as supervisory positions.

Integr at‘?d systems try to balance longevity and managerial discretion. The federal
government is a good example. The bulk of its 1.5 million employees are a part of the
General Schedule, with its 15 grades and 10 steps. An employee is placed in a grade and
can move through the 10 steps in set intervals as long as he or she does not have a negative
evaluation. e nrst ee Steps are a year apart, the next three are two years apart, an e

luation. The first thr p year apart, th th y p d th
last three are three years apart. The salary range increase represented by the steps is about
30 percent and takes 18 years to achieve without a special quality step increase that accel-
erates the process. There are defined career ladders (usually designz_lted as 'lcvels Ito IV)
that allow regular promotions in grades at lower levels but become increasingly selecm_re
at higher grades. Because steps get further and further apart as an em'ploye.e progresses in

& . ions. Because of managerial discretion in allowing
a grade, there is pressure to get promoton

R i on employees to perform unless they want to see salary stag-
promotions, there 1s pressure P lockstep quality in the early part of a persons
nation. Thus, while the federal system has a lockstep quality

ial di i a large role in later advancement. .
CareeEr’l ma_nageﬂs‘;fs‘ttﬁe;?;l:ﬁ};] nun%ber of pay levels, usually dropping the term grade
astic pay

ogether an referring o y to pay ang 1 ce the salary structure

a th d i nl es. In this procedure, to maLt.e .

: | t oupe:i into broad Cﬂtegories of related ;obs called pa bands;
s are gr y

flexible, separate job leve £40 percent to more than 100 percent, with only minimums and
€s 0

% > ; ha 3
G et e i rate of Vgl ia has only ntne pay‘bandS, ‘Yc}g‘meslcehdlzzgitio:liljgl
jpaimms For examgle. thzxsm This can prow'de managers with CO;;; ma
3 ¥ c 3
a range just above 100 per

; ranges and adjusting ! '
setting pay within these levels by 8T ouping ’Pﬁi’e U1e. Merit Systems st Bompd (2000)
i ifferenta
use different systems fordi

g’ [ : |

ci
" | | [n pay bandin ber of pay ran
1 B GrOUPf_nQ’ pay ranges dei into a smaller num dsrcncompassing the GS 1-5,
3 ral Schedule £ plish four ban At today’s rates, for
9 Lertit le, an agencyoould eﬂ:‘h GS'H"'IE Jevels [ JAt Y
; ' For examplé, &

d
the GS 6-11, the GS 12—13,‘an

Jeral] agencies may collapse the
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J would allow managers to set pay anywhere frop,
j of bands and the way grades are assigned g the
he organization’s mission, values, and cultyre,

instance, the second band [. .
$28,253 to §60,405. The number

bands can be designed to support t ] o
o > agency determines how
- s are defined, the age
® Adjusting pay. Once the pay bands are The GS system uses | ‘
. : 1 GS system uses ongevity
TR -ross pay bands.’]
employees move within and across | X g R
(tinlu: in grade) and quality step increases [incentive pay] to ”“’;‘: “I“ employee
R - ¢ i ; »an € >¢ to a highe
within a grade, and merit promotion to Move an unp]oyui t . g LI: grnfle,
! i creased through general, governmentwide pay

Pay under the GS system also is 1 Y ]
inc)rcascs In pay bm']djng systems, the amount n.f a pay increase within a bar}d is
- tencies, job performance, conmhuuons,

based on the employee’s skills or compe '
o ; ol 3 om for within-
or similar measures. Monies earmarked in the GS syste grade,

: - , . sk incentive pay in a pay
neral, and quality step increases may become af 7%
lg):nding systélm{. t); A high performing employee_could move to the top salary
of a pay band much more quickly than is possible in the GS system [... -] These
flexibilities allow an agency to manage its workforce by rewarding highly valued

behaviors that result in better mission accomplishment. (p.3)

The technique, then, makes it easier for agencies to adjust salaries and Provide Manageri)
discretion but does little to deal with basic pay problems (indeed, when instituted, it is fre.
quently required to be budget neutral). Further, at least at the national lev_el, there is no evidence
that it is cost-effective to replace the existing classification system (Blair, 2003). Pay banding,
in fact, increases payroll costs, reduces promotion opportunities, and can expose agencies o
charges of violations of the Equal Pay Act of 1963 (Exhibit 7.6) if they do not have written
plans detailing the method of pay progression within bands. Such problems led one feder]
agency to abandon its nine-year program. While it offered more horizontal movement ang ;
raises, it did not provide career ladders, promotion opportunities, and compensation controls |
(Rutzick, 2005). Information on employee satisfaction at agencies with these systems (e.g., the |

Federal Aviation Administration and the Transportation Security Administration) reveals that
large numbers of employees have been dissatisfied with their raises (Losey, 2008).

Despite the paucity of concrete successes, movement to pay ranges and pay banding
will be important in the future, if only because of the popularity of these systems with policy
makers. At this point it seems unlikely that highly elastic systems will come to dominate most
jurisdictions in the near term. It is clear, nonetheless, that governments are introducing more

managerial discretion, reforming lockstep pay systems (even when they perform well), and

Exhibit 7.6 Job Evaluation and Comparable Worth

It is difficult to get a man to understand something when his salary
depends upon his not understanding it. | : |

A Pt

—Upton Sinclair

Job evaluation systems are designed to build an
internal equity hierarchy based on comparisons
of jobs; compensation systems assume that in

setting pay, an organization should evaluate the
contribution of each position to the organiza-
~ tion. It follows, then, that equal pay should be
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. offered for equal work; indeeq

* by the 1963 Equal Pay Act (wh

enforced; see AFL-CIO, n.d.). jo

~ however, provides a way to eq

~ incontent but equal in valuye,

- orpay equity, calls for equal

-~ value. In concept, compara

neutral; in reality, many of i

. _been women because jobs

pay less than those helg by men.

- While seemingly ob

' _can be undermined by the selec

. the way the factors are defined,

~ are assigned to them (Chapter 5)

- sation system, for example, that pays differ-

ent guards in a prison at different base rates,

. groundskeepers at a hospital more

. -and county dog pound attendants more than
- child care workers lacks face validity.

Although the Equal Pay Act and Title VII
of the 1964 Civil Rights Act deal with issues
of pay equality and sex discrimination, com-

.. parable worth claims consistently have been
rejected by the courts because existing law
does not mandate a job evaluation methodol-

~ ogy, is not intended to abrogate market princi-

; ples, and is relevant only in cases of deliberate

* discrimination. The U.S. Supreme Court has yet

to hear a comparable worth case. The concept

. nonetheless has been implemented in state and
- local government through legislation, collective

bargaining, and the development of more valid

. and reliable evaluation factors. Nearly half of

. the'states and more than 1,500 local govern-
- ments either have statutory pay equity require-
" ments or have changed their job evaluation and

‘salary practices to reflect comparable worth

* principles. ol
. Because few argue against the C}ESII"EIbl]-
ity of pay equity (more than 100 nations, but
- Not the United States, have ratified the .Um:ced
~ Nations’ International Labour Organization
. %nvention on comparable worth), most of the
. “ntroversy focuses on its feasibility. Support:
em Maintain that job evaluation tools—when

ythatis mandated
ich is not always
b evaluation also,
uate jobs different
Comparable worth,
Pay for jobs of equal
ble worth s gender
ts beneficiarieg have
often held by them

jective, job evaluation
tion of factors,
and how points
- A compen-

than nurses,

properly utilized—advance pay equity; oppp-
nents argue that these techniques ignore the
free market. Advocates counter that markets
seldom operate efficiently (e.g., sex and r'.{trcj;.g
discrimination); critics say that job evaluation
technology is inherently arbitrary. Although the
debates of the 1980s have subsided (job security
being a higher priority than pay equity in an era
of downsizing), many pay equity issues remain
unresolved (not the least of which is a legal defi-
nition of the term). Indeed, legislation has been
proposed in each congressional session since
2001, and by initiatives in state legislatures—
where the percentage of women lawmakers is
twice as great as it is in Congress. Itis unlike_Iy
that comparable worth concerns will disappear
in the years ahead as wage disparities exist in
every state, every sector, and virtually every
occupation.

The infamous wage gap between men and
women has remained largely intact in the over-
all economy in the past few decades. Women
earn approximately 80 cents for every dollar a
male employee earns in the general economy,
although the wage gap is much smaller in most
government settings (U.S. Office of Person-
nel Management, 2014; see also Lewis, Boyd, &
Pathak, 2018). Two explanations—human capital
factors (e.g, differential experience, education,
job longevity, occupational choice, work-life
views) and sex discrimination—contribute to
the disparity. Women with the same experience,
education, occupation, and union status as men
earn 88 percent of the male wage (the public ser- -
vice wage gap is less than it is in business, e.g,
the median salary for federal female employ-
ees is 93 percent of that for male employees;
Tully, 2011).

Some commentators hold that women
have different standards for fair pay, expect
less than men, choose part-time employment,
and often work for government and nonprofit
employers that have less ability to pay than do
corporations. Susan Pinker (2008), for instance,
argues that women limit the time they spend

- sod (Countined)
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* (Countined)

* at work as well as their efforts to find mean-
ing in it—a phenomenon Jennifer Lawless and
Richard Fox (2008) call the “ambition gap.” A
related dimension is that women's “leaning in”
(Sandberg, 2013) to negotiate as hard as men for
higher pay may be counterproductive. Cultural

~ expectations are powerful, and even women
Penalize women for doing so; thus, women may
be more reticent to bargain than men for good
reason (Konnikova, 2014). Although women
work fewer hours for less status and money,
Pinker (2008) reports—perhaps paradoxically—
that women find greater satisfaction in their
careers than do men. Indeed, one study found
that over a 10-year period, 1,500 companies that
had women in executive positions performed
better than those without female executives
(Neal, 2011). Michele Singletary (2008), summa-
rizing a number of studies, notes that women

sometimes experience a “confidence 83p;" anq
also, despite their desire tolearn and earp More
they may be so overwhelmed by short-term ;.
orities (e.g., child and elder care) that they post.
pone long-term career and financial Planning‘
The pay gap may be slowly closing, but it i
evident that cultural attitudes, even in the face
of lawsuits, are difficult to change. In the mean.
time, (a) pay transparency, (b) better enforcemen
of existing laws (including sexual harassment).
as well as (c) increasing availability of on-sjte
child care, flextime, and paid family leave may
help may help to address gender-based ineg-
uities (Giapponi & McEvoy, 2005-2006; see alsg
Labaton, 2014). In addition, as noted above, the
pay gap is typically narrower in government
than it is in other sectors. For a compilation of
data on women in the workforce, with multiple
links to original sources, see Heathfield (2016).

integrating features of both longevity and managerially defined merit. This is good news for
those that want a wide variety of tools regarding individual considerations, the topic explored
in the next section. However, it makes the art of implementation far more complex and diffi-
cult to achieve in a world in which political figures can confound managerial plans. No matter
what pay system is used, a significant challenge is to ensure that comparable worth—notably
as it relates to gender disparities—is examined (see Exhibit 7.6).

INDIVIDUAL CONSIDERATIONS: FAIRNESS AND
INDIVIDUAL CONTRIBUTIONS

Once j?b evaluation has established a salary structure and each grade is assigned a range
of salaries, attention shifts from external equity with the market and internal equity in the

Indnlrldual considerations require ensuring that there is fairness between current and futurt
cmployees, and that the contributions of those personnel in the same job are rewarded
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While t!"f o ra:igs(znfr\am d"“ifict, Organizations may use several by combining
different logics ;::: :;‘n; b(::f" :{,’;:mc' For Sxample, they may rely on cither longevity or
merit ,-nm?asr:s, hen the m ‘1'. . ¢ the speeg of longcvity can be varied, it is a merit-like
consideration; wh eritincreases g Spread oyt evenly, it is more about longevity.

cost-of-Living Pay Adj Ustmentg

f-living adjustments (COLAs) :
Cost-ot-: T are given anp, inital Uity sifice
inflation is characteristic of modern CConomies, The D mulal g s

ation system with “;) developmeny] dimensjop, 'I‘genslc':eaad}:;?;:::ri: l:rtmnr:)h?dcfdmtgc:l;
empioycs mfl'::i'lsmm mneo-USIY all salary prage scales gre adjusted for n:vf hi:s In eco-
o Th i h oo 08 ey 1 of a pay reduc-
:aosrils', , th’ey did earlier in the. e r:y are not “amning as much, on an inflation-adjusted
Exhibit 7.7 provides an example
effects on federal General Schedy], sa
the inflation rate). Using the 25 -year
rae averaged 2.75 percent. In one eXceptional year, 5000
rate of 0.3 percent (this ha.s happeneq only ahoyt 1 times in the past 10 imaril
during the Great Depressxo_n). However, inflation rateg durin Et)he = years, pm;an y
were s high as 5.4 percent in 1999 4. percent in 1989, 4,4 3g85 er eyia'r ti»r(l)]gs %‘?e
compounded inflation rate during that period wag nearly ,100 pe;*cenlz i i
In practice, COLAS c:ﬁen lag atleast 5 year behind inflation, Whil;e some gove ts
7yt 6P 1D with : nﬂat.lon annually, it is typical for policy makers to Provgle e]i’t;zr::?m

ofj i g >
Finflation apg cost-of-living adjustments and their

laries (the Consumer Price Index [CPT] is equated to

Period from 19gg to 2014, the year-to-year inflation

» there was 3 negative inflation

———

Sarah €arned her MPA in 1993 and got a job with percent for her city. In 1996, she received a pro-
10 fede?al government. Like most employees ' motion to grade 11, skipping grade 19 (which
:"‘h fna.Ste'r's_ dgjgfegs, she started at grade 9, is common). She continueq in that position for
“‘f’é,}}:’l"vflth asalary °f,$27-789;That was eno_ugh_ - seven years, increasing four steps to a salary
e 6T _tg SUpport a middle class lifestyle. She of $54,309. In 2004, she was Promoted to grade
i .--;-.its_tepin'creasés‘each of the next several years, ' 12 (having substantia) professional, but net

tn1994' locality Pay was introduced at 422 supervisory, responsibilities); her salary weng

(Continued)
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(Continued) - \

to $59,850. With the acceptance of supervi-  pay differential, anc} 22 COLAs (three timeg
sory duties in 2010, Sarah moved to grade 13,  they were not authorized by Congress). In ?bsc'
progressing through step 6 by 2018. With her lute terms, her salary had mcreased.3.8 times,
locality pay (which was now 20.08 percent), her but taking into account the cumulfmve rate of
salary was $105,950. Her overall pay, in sum- inflation (about 75 percent), the buying pawer of
mary, went up because of three promotions, five her salary had doublefi over her 25-year Career
Step increases in the last grade, a substantial  because of her promotions.

Sarah’s Grades/Steps Sarah's Salary at | Current Salary of
inHer Caraer Other Increases the Time the Position
- 9: step 1 COLA $21,789 .. $52,063 . i
L1996 tistepi _COLA;localitypay ~ $36615 = $6377
- 2003 11:step 5 COLA; locality pay $54300  $72214 .
| 2004 12: step 1 _ COLA: locality pay . $59,850 $16811 1
: 2009 12: step 4 COLA,; locality pay $71,260 ) $84,008
;2010  3istept | COLAlocalitypay = $8s5080 $90814
2018 13: step6 COLA; locality pay ~ $105,950 $105950

— ]

but also there has not been much interest in making up the salary inflation losses to keep
employees whole. Since merit-based pay is politically more palatable, a single pool of funds
based primarily on merit may be approved. Suppose a 3.5 percent raise pool is offered,
but inflation is 2.75 percent. Merit monies are extremely limited—unless most people get
raises less than inflation, relatively few employees can get increases in excess of 3.5 percent.

Longevity Pay

Longeviliy pay (also known as seniority pay) is furnished on the basis that an employee’s
value has increased for the organization as a result of experience, training, and professional
d-evel.opr.nen.t (Chapter 8). Such raises recognize that recruitment and tr;ining are expen-
sive, mstxtutnona} knowledge is valuable and difficult to replace, loyalty to the organization
is important, and_a team ethic with relatively equal raises should not be ignored (e.g.,
employee competition could focus on moving from one grade to the next)

. The most common approach to rewarding longevity is through .the use of step
increases, which are increases within each grade. As discussed above, the exact amount of

:tept: andﬁz}m%untsof pay are deterfnined in salary schedules, A new employee is expected
fostartat the first step unless there is special authorization. The minimum time for the step
increase is defined across the 3 0 '

progresses through the system.? » OF 1t can be set to become longer as an individul

o tf)f a:t:ge;n_cy uses 2 ot of grades and fewer steps, there may not be overlap between
i pand P in one grade .-gnd‘tlfe first step in the higher grade. However, when fewe'
grades and more steps are used, higher steps in one grade may overlap with the initial steps
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in thcy “C*Ti!f;'?}:icclfe““i’l“)'fcs Promoted to a higher grade are placed in the next-highest
Sﬂhna:t?;oum\- C:':cgradc). Step systems are used by most federal agencies, and in many
§mmd_n o (E;’;’ \;’“"?ﬁnm, but less so in municipal and special district governments,
including ' OSttrue step sysrerms provide for little management input except for

; . ts about wheth ;

4 judgmen ¢ran employee is functon

2 e . . ncti .

- cligible to receive an increage, ) oning at an acceptable level, and therefore

le is the —
ﬁ}vh:‘;}}?:;pgzs ethacnflmre of New York, which uses 3 variety of pay systems, most of which
A “Step structures, A major category is the professional/scientific/techni-
m‘pa} pana“ as ngdesand ﬁ\*cstem(stepincreasesammed,unlss‘mfundcd in
a fiscally su-:jngf:nt yﬁr, but career ladder increases require positive approval). The city of Seattle
has 3 5'(;_hg1: s;’:i:' Kaas ﬁVt;lStEPS, with the first after six months and the later ones being a year
;P:nrtt; and longevity pal;s?; s{al:r?: grad:i_ls and 13 steps. The attractiveness of inflation adjust-
-,.. ,Sln eirSimli.,b. -.? 1 o -
faimess, as well as their ability to encourage wor?cfSrtt:ye gta]}f):icl_?t;q ty, predictability, and perceived
. ns beli
and report using some form of e elieve that performance should be rewarded

for-perf; i i i
Scliapproachies Aepend o e perp Ormance, incentive, or variable pay plan.

S
Exhibit 7.8) and work best in an environm
characterized by easy-to-understand pay
vide rewards. For staff personnel to see

onnel, and organizational contingencies (see
ent of harmonious labor-management relations
outs, high morale, and budgets sufficient to pro-

erso a link between pay and performance, their work
must be evaluated by objective and/or subjective criteria in which they have confidence.

If a fair personnel appraisal system does not exist (Chapter 10), there can be no equitable

allocation of rewards. Incentive pay also must be clearly distinguished from regular com-
pensation and cost-of-living adjustments.

In contrast, as Hogler (2004) observes,

R e e A e i

Simplistic notions of pay for performance that reject the concept of seniority tend to
discount fundamental notions of fairness and loyalty, and managers who condemn
seniority as having no value in the modern workplace may overlook the virtues of
a neutral, wholly objective standard of distributing awards and the advantages of
- accumulated training and experience. Indeed, it could be argued that ifa manager’s
é -subordinates do not improve their performance with length of service, the manager
~ ~should be terminated. Used properly, seniority offers a means of avoiding arbitrary
. action and the appearance of favoritism. (pp. 161-162)

: i “The core fallacy of pay for performance,” as Bob Behn (2004) observes: “is that money
dsnota great a motivator. [. . .] Most people [. . .] do not cl-xoosF to work in government
t maximize their income” (p- 2). To illustrate the paradoxical interplay _of intrinsic and
gx‘1'11131(3 motivations, one study of artists revealed that those who :_tccornphshe‘d their work
for its sheer pleasure than for rewards were four.xd to be socially recognized as supe-
or. “It is those who are least motivated to pursue extrinsic rewards who eventually receive
(: Carmey;cited in Pink, 2009, p-49; also consult Oxenham, 2017). Nonetheles,
 Temarkable th:;t pay for performance is seen by some as mevrta_blﬁ becz::;)lis; 1tsTheoI;3; ;st
mable and its practice is universal in busingss (see, e.g, 315 er, i a_)' tem‘; oy
el S
8 that legiclare: enthus :
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“performance-based pay is a cos

2018). As the U.S. Merit Systems Protection Boa.rd
such fundamental problems as inadequate funds, inac

- ‘” .
t-containment tool, nothing more” (quoted in Da"idsun

pointed out, such plans “wi]] not soy,
curate evaluations, . .. and relqunce
e

to reward employees appropriately” (2006).

Exhibit 7.8

Pay for Performance: Reality or Illusion?

Pay fér performance is a wonderful theory .. ... Unfortunately, as withmpst

government activities, the details matter.

The pay-for-performance idea is so widely

accepted that most organizations say they use

it and most employees believe that pay should

be tied to performance. An analysis of economic,

‘management, and social psychological research

by two Harvard University faculty members,

however, demonstrates that what is supposed to

occur with these plans in theory seldom occurs

in reality. The conditions for success for these

programs—(1) the output produced, (2) the peo-

- ple who do the work, and (3) the organization

where it is done—"are generally not met in the

- private sector, and even less so in the public sec-

tor” (Bohnet & Eaton, 2003, p. 241).

First, pay for performance runs well if (1) an

employee has to complete one well-defined task,

- {2) the output is clearly measurable, and (3) the

- result.can be attributed to one person’s efforts.

~ These overlapping and mutually reinforcing

/. factors are difficult to achieve. Most white-

;ibllaf’;‘employees_ are faced with multitasking

. problems, hard-to-measure work products, and

‘' team-oriented work environments, none of
- “ which fit well with individual incentives.

. Second, assumptions about human nature

~ and motivation are key to pay-for-performance

. plans. These programs may be: effective if

| employees ‘work primarilyfor cash and they

© care about absolute pay-levels. Yet people are
- Interested not only in money but also in job
- satisfaction and challenge, something not

e B
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—Bob Behn

subject to performance pay. Indeed, most
research suggests that humans do not want tg -
believe that they work only for money, a find-
ing that is especially true for public servants,
Employees can even be offended when treateq
as if they can be manipulated by transparent -
monetary incentives, as payments create the
idea that work is all about money, not the work

itself.
Furthermore, personnel are less interested

in absolute pay than in comparisons relative to
some reference point, such as others’ salaries,
the jurisdiction’s budget, or the state of the
economy, considerations not germane to pay for
performance. In fact, although everyone wants
to be a winner, incentive plans usually mean
that this is not possible. The result is “the silver
medal syndrome, based on a study of Olympic
champions, [which] shows that the most disap-
pointed people are those who come in second”
(Bohnet & Eaton, 2003, p. 248). A system that
guarantees that most will be losers is not a use-
ful motivational tool. :
Third, institutional factors affect
pay-for-performance programs. They operate
best when employees know what to do and
whom to serve, Knowledge of an organization’s
objectives, however, is not a given for the rank
and file; the absence of clear goals is a result: ©
of multiple or changing leaders with different -
goals. This problem, known as multiagency, 15 -
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