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A Systgm Whose TimeHas Come—
' | and/Gene

. 194§'Classification ACt

= 70% of federal wihite collar jolhs
clerical work

= [argely undifferentiated jobs
= Expectlong, stable career,

o 2001 Age ol e-Government

= Workforcer ighly: specialiizeds
knowledgeworkers

= Expect to wWork for many.
employers

= One size no longer fits all




Strategicimanagementiof iumani capital
REGUIIFES the stirategic use
O compensation:

Unfertupately; euirChidtent Sysieni 0 6es ol
SlipPPOrt strategyAveRAvEll
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Strategic Rewarads

CompenRsation

o Base Salary.

o Variable Pay

o Other Payments

» Paid Time Off
SUPPENEPIRECESSEsS

Benefits

 HHealth Care

s Refirement

s Savings

 Other Insurance
SUpport Processes

Ceammingisabeyvelopment
o Jirarning
* [earning EXpErences
» Career Paths
SuUpport Processes

Work Environment

o \Work/Life Balance

» [Ceadership

s Perfiormance Culiture

o= Organizational Climate
SUPPOIT PIEEESSES
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__Stumbling Blecks
'@( devsstiesthatwill divert us
W NiFomihe Pt te change

o —




The White RPaper

& Wiy Pares

A FEESHSTART FOR FERERAL PAK:

* Reflect evolving Use ofi pay TuE CASE FOR MODERNZATION
o support strategic
objectives

o Retain underlying values

 Get the classification
system ontortlie screen




The Federal Pay System:
Founded on Timeless VValues

* Openness
* Merit System Principles

» Procedural Justice

o
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I he Foundation,of the
Mierit Princi ples

Equal payrsaeuldbe provided fer work: ef eguall value,

With approepriate consideration of beth natenal and
local rates paid by employersin the private Sector,

and apprepriateincentives and recognition snouldiioe
provided e excellencein perfermance.

5/U.S.C. 2301(2)(3)
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T heMerit Principleon Pay

» Equal pay:should be provided for wers of eciizl
Vellle,

* with appropriate consideration of botrn pational
?lnfl Jocal rates paid by employers in theSgslvaie

e and zppragrizie irnc gl recogmuom srigld
ne prochJed for excelldilgs in perforrmarnce,

—5U.S.C. 2301(a)(3)
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We're Qut of Balance

Irieeieniel] e|tiiaVals
overemphasized. Job
value - the pesition - Is

0 Internal Equity 100 the primany, determminant
of pay.

External eguity is
underemphasized. Pay

should be more market-
0 External Equity 100 sensitive.

Iriclivicltislfeeftifny s
Underemphasized. Pay.
stiould better reflect

> . erfermance and results.
O Individual Equity 100 P
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A Rigd Connection

Position

Classification  __ GS . Base

Description <>
Points — Grade — Pay
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Statutory Grade Definitions:
“ AvlHleraichy ot Adjectives’

Grade GS-11 ©9,000-F Grade GS-12

...work of marked difficulty. s WerkieiRanEny highrerder
of difficuliy

...Work of marked difficulty.

L WerkeR considerable

difficulty,

o .. requirmgrsemewhat * ..lequiring extendedrtraining
extended training and and experience
experience

o ...demonstrated important o ..demonstrated attainments
attainments Eita g erder
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25%

20%

15%

10%

helChanging
(GEnealrSehedule Werkierce

GS-1 GS-2 GS-3 GS4 GS-5 GS-6 GS-7 GS-8 GS-9 GS-10 GS-11 GS-12 GS-13 GS-14 GS-15

1950 = 2000
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An | nternal Point of View

s Classiiicatien systemidesigned at atime when
enteringl federal’ senvice was a lifetime decision

e Comparisons tended to fecus Inward;i.e., iInside
the government

» Not muech concern about external markets or
COompettors

Since that™ime; ISsuesianout that extermalworld
and competitive labenmarkers have suifaced
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The System
IsiM ar ket-lnsensitive

* Pre-FEPCA One natienwide General Schedule
with few exceptions

« FEPCA A major stride forward forn
externallequity
Change was considered radical
at the time
Lecality-hasedipay SchHedules
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External Equity Mechanisms

* Special salary rates
e Recruitment and retention tools
* Demonstration projects

* [eave thetitle 5 system

Cumersemerand priecemeal
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FEPCA’s Dilemmas

N Onlyftwe dimensiens are considered:
= Grade level

= |_ocation ofi the work
* Entails a lengthy process

* Onegap” per lecality area
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Exploring the Gaps

0%

-20%

-40%
m Overall Gap.*

* Does not include existing locality payments.



Exploring the Gaps

0%

-20%

-40%
m | ocality Payments

"Remaining Target"
® "Within 5%



Exploring theGaps
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1 he Gaps Behind“ 1T he Gap”

10%

0%

-10%

"Remaining Gap" -20%
m Clerical

Technical

-30%

Administrative
-40%

Professional




1 he Gaps Behind“ 1T he Gap”

10%

0%

-10%

"Remaining Gap" -20%
m Clerical

-30%

Technical

Administrative
-40%

Professional




1 he Gaps Behind“ 1T he Gap”

5%

O% p 1]

-5%

-10%

-15%

-20%

m Clerical -25%
Technical -30%
Administrative -35%

-40%

Professional




Overall, FEPCA I1sa\Winner

o Sucecessiully implemented and administered a
localiy=lased pay: system

 Galned a better understanding of lakor markets

* Developed experience in conducting anad
applying salary surveys

* |ptroduiced market-oriented tools such as
recruitment bonuses and retention allowances

* |_earned that simplifiearapproach ter dispanity.
would eventually and rmewvitably both everpay.
and underpay

;) UNITED STATES OFFICE OF PERSONNEL MANAGEMENT




2002.Genesal*Schedule Pay Rates

8 10
17,981 18,456
19,806 20,876
22,324 23,530
25,061 26,415
28,043 29,559
31,259 32,949
34,737 36,615
38,471 40,551
42,487 44,783
46,794 49,324
51,407 54,185
61,614 64,044
73,269 77,229
86,585 91,265

101,851 107,357
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2002 Gener al"Schedule Pay Rates

$120,000

$100,000 $24.777

$80,000

R
®
©
[EEY
o
A
2
/(‘D
e
||||‘|||||

$60,000

/

$40,000

Step 1 Rate

$20,000

$0
10 11 TZ -

yf UNITED STATES OFFICE OF PERSONNEL MANAGEMENT




The System
| s Pérfor mance-l nsensitive

e System’s pay delivery mechanisms carry a strong
message:

“Perfermance doesn’'t matter”
* |_ots offlatlitude to measure performance

o Little latittide te deliverrewards: strategically
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ihe'Relewnl Perfermance
2 N Pavalincreases

=

Total increase'mpayroll: 7:1%

QOver, three-fourths ofithe
total payraoll increase was
Insensitive

General increase and locality pay
adjustments 4:8%

Qver, half of tReremaming 2:3% 6f General/lnc.+ Locality Adjustment

ayroll increasewas also N
.p Y N Within|Grade Increase
Insensitive to perfagrmance

(Career lladder.Promotion

Source: Central Personnel Data File — 2000

Competitive Proamaotion

Quality'Stepiincrease
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he Changing Face of Performance

s Shift ffom process to results

* Changing nature: off Work
= Then: “Check your brains at the deor”

= Now: “Be creative”
o pdividual canrmake a difference

o [pdividual and erganizational
performance matters
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A | ook |nto the Future

o [Federal pay IsTmere market sensitive

e Measures of workforce perfiormance
make trusted, credible distinctions

o Agencles; have the expertise to plan for
thelr Rtiman capitalireguirements and
to makerhe business case for funding
thelr strategic rewards
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Still Nieed Sensible
PayaDéelivery Miechanisms

* To align rewards with values and strategy:
* Jo let competencies and performance drive pay

* [0 create oppoertunities for substantial vaniable
(nen=hase) pay.

* To achieve fairnessiby: considering multiple
dimensions
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