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“shared planning policy, and the
~establishment of a regional landfill
“and joint waste management system.

A'second and parallel efficiency

. strategy is performance measure-

ment. A_performance measurement
data collection system could collect,
display and report key indicators of

. government performance to all

stakeholders. Tracking progress over

_ time would encourage: .
- » Benchmarking against a municipal-

_ ity’s own accomplishments.

. Benchmarkmg against comparable

~municipalities in the state.

: e Benchmarklng agalnst natlonal data

_ Fhat comparatlve data would cer-.
-;talnly drive the dlalogue on efﬂcnency

- and effectiveness.

orldwide, for example S
d, New Zealand Shared.

tive stands out. In 2001,

ricils decided to explore

es. A combined Invest-
0,000 netted. savings of
the first two years.

ncluded joint purchase

operating systems, cre-
ural fire authority, a com-
'omic tourism organiza-
ption of a protocol on

Legislation passed last March man-

“dateés such a system, but only if it is
_ triggered by DCA, which has not
- done so. Yet a relatively modest.
~statewide investment in performance
-measurement on the order of hun-

dred of thousands of dollars could

likely return millions of dollars in

municipal efficiencies.

Third, the state might proactively
initiate technology-oriented projects
that would avoid excessive municipal

what I metz{"’r’xt
about

HRINICL ahtles

expenditures for cutting-edge sys-
tems such as non-emergency 311 call
in capacities. Several dozen cities
across the country are now imple-
menting such systems, diverting calls .

~ from overburdened 911 dispatchers

and responders, and tracking the
results of requests for services.
Before New Jersey’s municipalities
pursue hundreds of parallel 311 pro-
jects, we should establish a statewide
system that would certainly deliver
economies of scale. -
Fourth, New lersey should become -
the national leader in Special -
Improvement/Business Improvement’ .

* Districts, known as SIDS or BIDS.
-Those emerging organizations, with-

separate tax and revenue streams, .
enhance the provision of basic munici- -
pal services and open up external
funding possibilities. Relatively mod- -
est investments in SIDs and BIDs could:.

¢ Tap separate tax/revenue streams.

* Supplement provision of
basic services.

* Open up external funding
possibilities.
Next, Best Steps v

Municipalities will resist consolida-
tions. Both short-term and long-term
savings are questionable. Our ener-
gies are better spent on more
promising alternatives.

Shared services offer some of those
promising possibilities, but only if
there is much more financial sup-
port, models are continuously show-
cased to all stakeholders, technical
assistance is available, and up front
investments do not bump up against
municipal CAPs.

Capacity building is a promising set
of municipal performance strategies
that offer long-term, compounded
savings: innovation partnerships that
search for best practices, performance
measurement systems, statewide
technology-based projects, and wide-
spread establishment of SIDS or BIDs.

New Jersey has the capacity to
become the national leader in effi-
cient, effective municipal governance.
Does it have the imagination to make
the necessary investments? a

Dr. Marc Holzer is the Dean of the School of
Public Affairs and Administration at Rutgers
University’s Newark Campus. He can be
contacted at mholzer@rutgers.edu.
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to Compens

By Reagan Burkholder

Principal, Summit Collaborative Advisors, LLC

uch of a municipality’s effort goes toward

providing equity and fairness in its services.

Public safety services are allocated fairly and

equitably. So are public improvements and
recreation programs. No matter how good your town’s
services are, people will be unhappy if the services are
offered in an unfair manner.

Employees are no different from residents in their
desire for fairness. That great 20th Century researcher
into employee motivation, Frederick Herzberger, found
that unfair or inequitable administration of policies can
poison the atmosphere for employees. If you are seen as
an unfair employer, your efforts to motivate your
employees will fail. Herzberger found that fairness was
far more important to employees than their actual
salaries, as long as those salaries keep a roof over their
heads and food on their tables.

This article outlines the elements of a fair and equi-
table pay plan, shows how municipalities can evaluate
their current systems, and suggests ways of initiating a
new plan or adjusting an old one.

Elements of a good pay plan A good pay plan has
four key characteristics. Any municipality can evaluate its
current pay plan against these standards.

e |t is based on a comprehensive set of job descriptions.
Good job descriptions allow you to classify positions
into salary groups. Classification requires analysis of
such factors as education and experience; level of
responsibilities; technical, intellectual and interperson-
al skills; and physical demands of the job, all of which
should be covered in your job descriptions.
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often done using a point system, with various levels of
education, experience, responsibilities, use of equip-
ment and tools, reasoning, language skills, physical
demands, etc, being assigned a set number of points.
Jobs that score similarly—regardless of whether the
points are based on physical or intellectual effort, use
of heavy equipment or office machines—are assigned
to the same salary group. This is called “point factor
job evaluation.” A web search on that phrase will yield
a lot of good information.

It reflects the marketplace. Jobs need to be compensat-
ed at a rate similar to what is being paid by other
employers for similar work. A typical first step is to
identify comparable municipalities—and, perhaps, local
businesses—for a salary survey.

"Comparable” includes such factors as geography and
demographics, community character, and so forth. A
small, rural, middle-income town does not want to
compare itself to a large, suburban, upper-income com-
munity. Because it is impractical to survey all possible
salaries, towns must identify “keystone” positions from
which they can extrapolate salaries for other jobs.

It is reviewed periodically. A plan thrat was fair ten
years ago may no longer be internally fair or reflect
the marketplace; pay plans need frequent attention. It
is important to have a process for reviewing both
salaries and job responsibilities, in order to make
adjustments on a regular basis.




Compensation Fairness

Philosophy There are important principles underlying a
good pay plan. You need to sort out the philosophical
underpinnings before you get down to the details.

One common principal of the good pay plan is that you
are compensating the job, not the person in the job.
How much should a highly skilled departmental secretary
be paid? Too often, pay plans get out of kilter because
the person in the job is not as skilled as the job requires,
or because a well-connected employee is compensated
too well. But the salary scale for the job should be based
on the value of the job to the town, assuming it is filled
by a skilled person.

Pay for performance There is a burgeoning desire to pay
municipal employees based on their performance. The
reasoning is simple: The better work a person does, the
more that person should be paid. And vice versa.

This is an attractive idea, and there are not many philo-
sophical arguments against it. But, in the practical realm,
there may be issues. It's not difficult to imagine a Wall
Street investment banker working harder in hopes of a
multimillion-dollar bonus. But how large a bonus can a
municipality afford to dole out to its best employees?
Even if you do have an employee who deserves an extra
$10,000, could you really offer that kind of bonus?

At the more realistic level, why not give a high-per-
forming employee an extra 1 percent increase? If the
employee makes $40,000, 1 percent is an extra $400.
Divided into 26 biweekly paychecks, it's $15.38. After
deductions, call it ten bucks every two weeks. Does $5 a
week either buy or reward better performance?

Doubters like Robert Behn at Harvard’s Kennedy School
argue strongly that pay-for-performance in the public
sector is impractical and counterproductive. (See
www.ksg.harvard.edu/thebehnreport/January2004.pdf)
Nonetheless, some thoughtful municipalities have devel-
oped such plans, although none is believed to offer mul-
timillion-dollar bonuses! Some offer a faster trip through
the salary scale. Others offer one-time bonuses tied to
specific accomplishments. One large Virginia county has
an elaborate goal-based system that awards salary
increases by melding personal performance with work-
group and overall departmental performance.
Relationship to the average Where does your munici-
pality want to stand relative to average pay for a posi-
tion? “Within 5 percent + of the average” is a very rea-
sonable answer. Some towns may want to be well
above average, to attract and hold the most talented
employees. Others may deliberately want to be well
below average, thinking they are saving money. How-
ever, those towns risk attracting only below-average
employees or those who leave for better-paying posi-
tions. But, whatever the result, each town should have
a consistent answer to this question.

Types of pay plans Municipalities should resolve in
advance how employees’ increasing skills and experience
will be rewarded.

Virtually all union agreements provide for progression
through the pay scale, generally over five to seven years.
But some municipalities have no scale for non-union
employees. Their salary ordinances list titles or employees’

names, and set individual salaries. The only way an
employee can get anything other than a standard cost-of-
living adjustment (COLA) is to beg—or have good contacts.

Here are three common approaches to employees’
movement through the pay scale.

’DDD

Fig. 1

gt

Yr1i Yr2 Yr3 Yra Yrs5s Yré Yr7

Figure 1 shows a pay progression typical of a civil-service
system or a union agreement. Employees generally start
at the low end of the pay scale and progress annually
toward the top. Each year, they benefit from both a
“step” increase and the cost-of-living adjustment. Once
at the top, they get only the annual COLA.’

This system assumes that the top of the pay scale repre-
sents the top value of the job to the municipality. This tra-
ditional system also assumes that employees’ knowledge,
skills and abilities improve during their first few years on
the job, and that those improvements should be rewarded.

This system fits well into the pay-for-performance concept,
because advancement through the pay scale can be based
on observed improvements in knowledge, skills and abili-
ties. (Unfortunately, advancement is too often based more
on an employee’s continued breathing than on improved
performance. In many cases, the average employee, the lag-
gard, and the superstar receive the same reward.)

Fig. 2
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Figure 2 shows a type of pay plan used by some munici-
palities. The entire scale increases annually based on an
approved COLA, but the employee’s place within the
scale remains static. This costs the town less than the tra-
ditional plan because it withholds any premium for
improvements in an employee’s knowledge, skills, or
abilities.

Each employee, then, must negotiate increases with
management, subject to the governing body’s approval.
Those well known to elected officials may have a better
chance of getting an increase, while the excellent but
quiet employee in the back office may remain unnoticed
and unrewarded.
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Fig- 3
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Finally, Figure 3 illustrates a private-sector plan used by a
few municipalities. In this system, the salary ordinance is
amended only every few years. Meanwhile, employees
move through the scale (based on either time or perfor-
mance) with an annual COLA increase.

Based on a corporate model, this system assumes you
have a professional human-resource staff. This staff
tracks the progress of individual employees, makes sure
they stay within the scale, and ensures that the scale
reflects the marketplace. Staff conducts salary surveys on
a regular and frequent basis. Elected officials still need
to approve annual COLA increases.

Towns using this “businesslike” system may find that
elected officials are reluctant to update a five-year-old
salary scale with double-digit increases, or that they must
make adjustments for individual employees whose
salaries no longer fit within the adopted scale.

From data to policy At this point, you have worked
out job descriptions, allocated titles to salary groups, and
conducted a salary survey. Now you need to develop a
salary ordinance, which should include these elements:

* A set of salary grades, each with a minimum and a
maximum salary. There should be a set percentage dif-
ference—say 25 to 35 percent—between the minimum
and the maximum.

¢ Classification of each job into a salary grade.

» A clear statement of how employees move from the
bottom to the top of the salary grade.

 Conditions under which an employee can be appointed
above the minimum salary for a certain grade.

Periodic reviews With all these studies and the salary
ordinance in place, there should be a system for periodic
review. Job descriptions should change when conditions
change. Twenty years ago, only high-level secretaries
could use a computer. Now it's an assumed part of entry-
level office positions. Stenography, on the other hand, is
all but unknown these days, yet remains in many job
descriptions and titles.

Sometimes, an employee’s job title needs to be
changed, not the job description. Periodic review of
employees’ classifications is also a good idea. Is a laborer
spending a lot of time driving trucks? Perhaps a reclassi-
fication from laborer to truck driver is appropriate. A
few towns offer employees an annual opportunity to
make their case for reclassification, based on changes in
their duties or responsibilities.

How to do it Municipalities often claim that employees
are their most important resource. Careful attention to
this valued resource takes time and consideration. The
municipal administrator or manager could undertake
the studies and do the analysis, but this will surely
detract from other duties. Ground-up development of
job descriptions for two dozen positions could easily
take 80 hours of intense work. A similar commitment
would likely be needed to develop a classification plan,
conduct a salary survey, and translate everything into a
comprehensive salary ordinance for consideration by
elected officials.

Consultants can be a valuable resource in this area, hav-
ing done this complex work before and, in many cases,
already having the necessary methodologies and forms
that you would otherwise have to develop locally.

Regardless of who does the actual work, creating fair
and equitable policies and conditions for your employees
will help foster fair, equitable, quality services for all. a
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