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ISSUE DEFINITION

Federal white-collar salaries are, thecoretically, adjusted annually to
make them comparable to private sector wage rates. Congress, in its budget
resolution for fiscal year 1986, has frczen Federal pay for cne year.
BACKXGROUND AND POLICY ANALYSIS

The Federal Pay Comparabilicy Act ¢f 1g87C, P.L. S81-5835, 5S4 Stat. 18946, and
as amended by P.L. 84-82, 8¢ Stat. 420, mandated tnat ":there Dbe ecgual pay for
substantially equal work" and that "Federal ray rates be comparable with
private enterprise ray rates for the same levels of work." It also
established the framework for determining comparakcility and gave The
President oprimary authority to adjust General Schedule pav rates.

Most Federal white-collar occupaticns are grouped intc 1% General Schedule
grades (a few top positions are in grades 16-18) with levels of pay based on
job difficulty. zach grade has 10 steps.

The following are eight aspects ©f the comparability statute:

*Authorizes annual
white-collar pay,

adiustments to Federal
determined by comparing

public with private sector wage rates.
x*Mandates that an annual National Survey of
Professional, Administrative, Technical, and
Clerical Pay (PATC) be conducted Dby the Bureau
of Labecr Statistics to establish the pay

comparison; survey results are submitited to the
President's Pay Agent.

*xCreates the following three bcocdies tTo implement the
comparability process:

(1) President's Pay Agent -- comprised of the

Directors of the QOffice of
Management and
Budget and the

Personnel

the O0ffice of Management and
Secretary of Labor; determines
the industries to be surveyed, geographic
scope, size of establishments to be included,
and occupational coverage of the PATC survey;
formulates the comparability formula;
establishes and confers with the Federal
Employees Pay Council; and recommends an
annual comparability adiustment to the
President.

(2)

Adviscory Committee on Federal Pay comprised

of three members representing the private sector;
provides the President with advice on
comparability pay proposals. Current members are

Martin Duggan, Eva Robins, and Frank Zarb.
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(3) Federal Employvees Pay Council -- comprised of

five members o©of Federal employee organizatcions
which represent substantial numbers of Federal
WOorkers; meets with and recommends comparapility
adjustments to the resident's Pay Agent. Current
members are Kenneth 3Blayiock (AFGE), John Lavden
(AFL-CIC), James Pei Jonn Sturdivant
(AFGE), and Robert Tobias (NT

e

*xUses a pay-setting formula that weights average rates

of pay for each ¢f the jobs included in the PARTC

survey according to their freguency in the Federal
sector; establishes a pay range for each o©f the four

PATC occupaticnal groups -- Professional, administrative,
Technical, and Clerical; merges these four pay ranges into
a PATC pay line that is used to derive a weighted

private sector pay rate for each General Schedule

grade; compares the weighted Federal and private

sector averages to Ccompute a comparability

adjustment.

x

Empowers the President to decide the size

of the comparability adjustment and mandates
Pay Agent
al Pay to

that he report the findings of nis
and the Advisory Committee on Feder
cCongress.

B3

Grants the President the authority to

override comparability and issue an
alternative pay plan by September 1 for
reasons of national emergency or economic
conditions; alternative plan can recommend
that no increase be granted, that the
comparability adjustment be changed or that
the effective date be changed.

Provides that Congress can override the
President by & simple majority oOf either House
within 30 calendar days of continuous session
fecllowing announcement of the President's plan;
the Pay Agent's recommended comparability
adjustment would then be granted by October 1.

*

*

Establishes the first pay period on or after
October 1 of each year as the effective date of
the comparability adjustment; the statute
authorized that the first two adjustments under
the Act (1971 and 1972) be effective on or
after Jan. 1.

Several varying comparability adjustments have been discussed recently.
President Reagan proposed a 5% cut in Federal wages effective Jan. 1, 1986 in
his FY86 budget. The President's Pay Agent reported in 1984 that an 18.28%
increase would be necessary to align public with private sector salaries
while the Advisory Committee on Federal Pay recommended a 5.5% increase. A
"Study of Total Compensation in the Federal, State, and Private Sectors”
prepared by Hay/Huggins Company and Hay Management Consultants for the House

Committee on Post Office and Civil Service revealed that Federal total cash
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cempensation lags behind private sector pay levels by 10.3%. When all forms
of compensation (such as retirement, leave, and health benefits) are totaled
Hay found the comparability gap to be 7.2%. Finally, the QOffice of Personnel
Management in its report entitled, "Reforming Federal Pay: An Examination of
More Realistic Pay ARlternatives," asserts that a truly representative PATC
survey would show that less than a 2% increase is regquired tco ensure parity
with private industry. '

The Congressional budget rescolution for FY85, S.Con.Res. 32, cassed The
Senate May 9, 1985 by a 50 %o 49 vote. This measure, the result of a
compromise between the Senate Republican leadership and the White House,
freezes Federal civilian pay in FYg8eo. Federal wages would increase by 3.8%
in 1987 and by 4.7% in 1988. a2dditionally, witnin-grade increases would ncs
be granted in ryYsgs.

In the House, H.Con.Res. 152, its version of the budget resoiution for
rvyge, passed by a vote of 258 to 170 on May 23, 19885. ARs in the Senate, this
budget plan freezes Federal civilian pay in Y85 and provides 3.8% and 4.7%
pay increases in FYB7 and rFrYsge.

House and Senate differences were reconciled in a Conference Committes
which reporzted out on Aug. 1, 1585 (H.Repi. 99-24%). On the same cday ., the
House and Senate agreed to the conference report by votes of 309 to 119 and
57 to 3Z, respectively.

‘The fiscal vear 1986 budget resolution freezes Federal employee cay for
one year and postpones future increases from Oct. 1 to Jan. 1 of each vear,
beginning in FY87. Pay raises ¢f 3.8% and 4.7% will be awarded in 1887 and

1988, respectively.

The resclution alsoc extends the use 0of 2,087 work year hours, rather than
2,080 hours, in computing General Schedule pay. The Senate provision to
freeze within-grade increases for one year was deleted from the resolution in
conference.

CONCERNS

Federal employees received a 3.5% comparability increase for fiscal vear
1985 but its effective date was postponed until Jan. 1, 1985

This latest pay increase granted to Federal workers illustrates how the
comparability process has-operated recently. The increase was authorized Dy
the President under an alternative plan and its effective date was delayved by
three months. Indeed, since 1977, the President has used alternative plans
to grant Federal salary increases, making this procedure the rule rather . than
the exception. "Of the 11 pay increases under the Act, only 4 have fully
followed the Act's principles." (a Decade of Federal White-Collar Pay
Comparability,"” p. 12.)

Many observers on both sides of the Federal pay issue believe that the

Credibility of the comparability system has been reduced because 0f the seven
following reasons.

*PATC survey is narrow in scope and design.
For instance --

State and local Governments, non profit
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organizations, and workers in small and
medium sized firms (those with under 250
employees) are excluded; this exclusion
totals approximately 40 to 60% of the U.S.
non-farm workforce.

Federal workforce is
vels ©of work in 25
egories out ¢©f more tThan
ps are included.

ne-third of the workers surveyed are 4in
irms employing 2300 or more workers.

th O

Many of th
nighiy ski
accountant
of technic

administra

survey's WOrk levels conmprise
led jobs such as yers,

, and engineer y 13%
1 workers and

e
1
s
a
tive workers ar

® = n
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*A wide range of jobs are grouped into the
General Schedule grades.

*

Entry and lower level professional and
clerical positions are grouped together.

*

Differences in regions or locales are not
considered in setting pay scales, except in
Alaska and Hawaii; "Federal salaries eguated
£0 & national average exceed pay in many
communities," (Decade of Federal White-Collar
Pay Comparability," p. 24).

*

Overclassification and underclassification

of Federal jobs has resulted from salaries
which have been either lesser than or greater
than comparability.

»*

Pay setting system prevents the Federal
Government from being competitive with the
private sector in recruiting and hiring
candidates for hard-to-fill occupations.

xGeneral public does not understand the system;

compares Federal salaries according to overall

averages rather than against those for like jobs.
OFFICE OF PERSONNEL MANAGEMENT PROPOSAL ' '

In December 1984 OPM issued a report entitled "Reforming Federal Pay: An
Examination of More Realistic Pay Alternatives.” OPM officials have
described it as a legislative agenda for the agency during the 99th Congress.
The report's central theme is that the present white-collar General Schedule
system should be replaced by one that places Federal jobs into broad

classification and pay pands. Furthermore, the competitive recruiting
position of the Federal Government vis-a-vis the private sector would be used
to set salaries. That is, salary increases would be established by the use

of quit rates (the pace at which Federal workers = voluntarily leave



Government) .

CPM reports that the Federal Government gquit rate was 3.8% in 1983
private sectcor averages were 13.2% in 1981 (manufacturing), 18% in
(nonmanufacturing), and 13.4% in 15689 (postal service). The ©pers
management agency concludes tha "overall compensation [in the re
Government) is too nhigh" and recommends the following adjustments to
Federal pav system.

(1) Federal jobs would be analyzed separately
by grade level.

(5)
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Employees in occurations with high turnover rates would receive
salary increases while those in Jjobs with low guit rates would receive
smaller raises or be denied increases.

Local pay rates would set technical and
clerical salaries, national pay rates
would set professional an administrative
salaries.

Federal pay increases would be based on
gquit rates calculated for each ccupation.

A full raise would be granted =t
employees in jobs with gquit rates
between 7 and 12%.

One-half the amount of a full raise
would be granted to employees in
occupations with guit rates between
3 and 6%.

a
ers in jobs with guit

pay increases would be gr
K t ra

Pay increases would be effective on

Jan. 1 ¢f each vear.

Special salary rates of up to 60%

above regular schedule rates would Dbe
established for hard-to-fill occupations;
all occupations with guit rates above 12%
would Dbe candidates for special rates.

PATC survey would be expanded to include
smaller firms and state and local workers;

(in 1985 firms employing 50 or more workers
will be included; in 1986 non-profit firms
employing 20 or more workers will be

surveyed and state and local employees will

be surveyed for informational purposes, pending
legislative authorization).

Terms the expected proposal to cut Federal employee
pay by 5% in fiscal year 1986 a plan which

would make the Federal pay system more rational

and move Federal salaries back toward market levels.
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OPM estimates that 6% of the Federal civilian workforce, excluding postal

and defense employees, would be affected by its proposal. Some observers
the Federal bureaucracy have indicated that Federal employee morale,
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they believe is already low, would plummet and that many emplcyees would
from the public to the private sector. The Advisory Committe
Federal Pay in its report entitled "2 Decade of Federal Wnhite-Collar
Comparability 1970-1980," observed that arguments pairing low turncver
cessive TFederal pay rates disregard the internal mopbility that occur
“he Federal Government Dbecause 0f its size. The reporss also states that
security cannot be converted to dollars and cents" (p. 25).
RESSIONAL STAFF REPORT O "REFORWING FEDERAL pAaAY™
nvestigatory staff report "intc the accuracy and ccmpararility of
esented in ...Reforming Federal Pay" was issued by the House Comm
Cfifice and Civil Service on Apr. 18, 128g5. Representative Willi
I), Chairman of the Committee, reguested the review which focuse
thenticity and comparability cof the varicus gquit rate data
of report) used in the report and ...subject nmater qualification
personnel who c<contributed Lo ¢ report."
eview concludes that "available statistics and repor=ts
epresantad in an attempt to prove ... that Government quit rates
than those in the private sector.” Two major findings of
are the following:
Patrick S. Korten, OPM ExXecutive Assistan:t Director for
Policy and Communications who prepared the guit rate
analysis "has no discernible experience in personnel
management generally Or in compensation practices

particularly" and "made no effort to enlist the
assistance of OPM professionals with compensation
expertise™ or the authcrs of the documents he used to
prepare the analvsis.

report uses data Dbases that are not comparable.

}) Private sector data included temporary, vart-time,

and seasonal employees. "Voluntary movement of
workers from one establishment tc another was
recorded as a quit." Turnovers which resulted

from retirements, firings, and deaths were counted
as voluntary guits in the nonmanufacturing sector.

(2) Federal Government data only included full-time

permanent employvees and counted only resignations
as voluntary gquits. "It appears that employment
changes between agencies or large units within an
agency, are not counted as quits.’

(3) Postal Service data included temporary and part-time

employees. Statistics used were outdated and had
been superseded by more current information.

(4) Quit rate data for the telephone communications

'ad

b
r
o B

w
[WR
O -
|G

by

[N ]

t ot

o0 O o
3

0 o~ D
o)
v

Hy D

O



CRS- 7 IBE5033 UPDATE-08/07/85
industry, whose occupational profile is perhaps more
similar to and whose guit rate is lower than the

Federal Government, was excluded.

CABINET COUNCIL ON MANAGEMENT AND ADMINISTRATION PROPOSALS

Upon recommendation of nis Cabinet Council on Management and
Administraition, President Reagan has approved the Pay Agent's develocpmant of
possible "market based models for setting General Schedul Sa;aries.”
According to the Council's report, "a market model would set tot pay for
Federal emplcyees at levels no higher than necessary =to recruit and rectain
the quality and gquantity 0of personnel necessary o perform the work." The
?ay Agent's models are expected te be dezailed in iits Rugust 1883 reporc.

The Council also agreed T 100k at CPM's guic rate proposal but,
emphasized that "guit rate comparisons would reguire careful evaluation.”
LEGISLATION

H.Con.Res. 152 (Gray)

Concurrenc resolution setting forth the congressional budgec for the
United States Government for fiscal vears, 1986, 1987, and 1988. Reported to
House by Cocmmittee on Budget (Repocrt No. 99-123) May 20, le8s. Passed House
May 23, 1885 by & 258 to 170 vote.

3.Con.Res. 32 (Domenici)

Concurrent rescolution setting forth the congressional budget for the

United States Government for the fiscal years 1986, 1987, and 1988. Reported
to the Senate by the Committee n the Budget (Report nc. g2-15) far. 20,
1885. Revised by a compromise between the Senate Republican leadershnip and
the White Hcouse. Passed tne Senate on May 9, 1985 by a 50 to 43 vote.
Reported out of conference on Aug. 1, 19¢5 (H.Rept. 99-249) . Conference
Report agreed to in the House and Senate on Aug. 1, 1985 by votes of 308 to

119, and 67 to 32, respectively.

REPORTS AND CONGRESSIONAL DOCUMENTS

u.s. Congress. House. Committee on Post Office and Civil
Service. Investigation into the accuracy and comparability
of the data presented in a report entitled "Reforming
Federal Pay, An Examination of More Realistic Pay
Alternatives," issued by the Office of Personnel
Management. Staff report. Washington, U.S. Govt. Print.
Off., Apr. 18, 1885. (99th Congress, 1lst session. House.
Committee print no. 8%8-4)

————— Study of Total Compensation in the Federal,
State, and Private Sectors. Washington, U.S. Gov't.
Print. Off., 1984. (98th Congress, 2d session. House.
Committee print no. 98-16)



CRS- 8 IB85035 UPDATE-08/07/85

ADDITI

(@}
b=
hed
['—i
Py
L1
1]

ERENCE SOURCES

President's Private Sector Survey on Cost Controcl (U.S.).
Report on Personnel Management. Approved Dy the Subcommittee
for the full Executive Committee, spring-fall, 1983.
[Washington] The Survey (1983, pp. 1l0G1l-107.

v.s. Advisory Committee on Federal Pay. 2 Decade o0f Federal
White-Collar Pa Comparability 1870-1980. Washington,
Advisory Committee on Federal Pay, 1981.

U.s. Advisory Committee on Federal Pay. Report on the Fiscal
Year 1985 Pay Increase Under the Federal Statutory Pay
Systems: Annual Report of the advisory Committee on
Fecderal Pay Aug. 24, 1S84. Washington, Advisory Committes
on Federal Pay, 1984.

v.s. Congressional Budget O0ffice and U.S. General Accounting
Cffice. bnalysis ©0f the Grace Commission's MNajor Proposals
for Cost Ceontrol. Wwashington, Congressional Budgec
Office, General Accounting Cffice, Feb. 1984, pp. 275-277.

Uu.s. Department ©f Labor. Bureau of Labor Statistics.

National Survey of Professional, Administrative, Technical,
anéd Clerical Pay. wWwashington, U.S. Gov't. Print off .,
Mar. 1984.

..

Uu.s. Office of Perscnnel Management. Reforming Federal Pay
An Examination of More Realistic Pay Alternatives.
Washington, Office of Personnel HManagement, Dec. 1984.

"

Uu.s. President's Pay Agent. Comparability o0f the Federal
Statutory Pay Systems With Private Enterprise Pay Rates:
Annual Report of the President's Pay Agent 1984.
Washington, President's Pay Agent, 1984.



