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CHAPTER 1

INTRODUCTION

This paper analyzes the need ¥for & classification and par

plan for the City of Bozeman. The research grew out of the

Bozeman city manager‘s concern that sericus inequities exist

in salary and wage levels of city employees, and his concern

that thece inequities have contributed to widespread

dissatistaction among emplorees. The ci1ty manager requested

a study to determine the extent of emploree dissatistaction

and whether a classification and pay plan ie needed In the
city to improve emplovee attitudes.
Backaground

The City of Bozeman, Montana employse approximatel>» 1350
full—~time and 50 part—-time emplorees with a parroll of 4.5
million dollares annually. Approximately 88 employees are
organized into three labor unions——Police Frotective
Aszsociation, Bozeman Firefighters” ~Association, and
Teamsters. The remaining employrees are not covered by

collective bargaining unit agreements.

Satary and wage levels for union emplorees are determined

through the collective bargaining process. Management,

however, has total discretion, within funding constraints,
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for establishing salary and wage levels for non-union

employees.

The City of Bozeman does not have an established employee
classification or pay plan. Nor does it have written
compensation policies or pltans for its employees. Salaries
and wages for the past several years have simply been
determined by granting fixed dollar increacsez or Ffixed
.percentage increases to all employrees, Exceptions to
standard wage increases have occurred sporadically on a cacse

by case basis—--without regard to an overall plan.

Previcus city managers recognized that there were serjcus
inequitiee in the compencation levels of emplorees. In an
attempt toc improve the situation, they developed their own
classification and pay plans. In some instances these were
formal written plans, while in other cases, changes were
simply made in employee salary levels reflecting the
philosphy of the particular city manager. Each time a new

city manager was hired, the process repeated itself.

In 1984, the Commission wae faced with hiring a new city
manager. The Commission, aware of serious inequities in the
compensation levels of many emplorees, decided that this was
the best time to effect an owverall change in the salary

structure. Therefore, the Commission appropriated $15,000
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for a study to develop a classification and pay plan for the
city. The appropriation was made at the first Commission

meeting that the new city manager attended.!l

The Carl S. Becker Co., a management and consulting firm
from Denver, was contracted by the <city to develop a
classification plan, together with a pay matrix based upon
local market conditions, The Becker Company interviewed
emplorees, conducted survers of surrcounding businesses and
cities, and in 1%85 released a final classification and pay

plan for the City of Bozeman.

The results of the study were submitted ta the city
manager in the Fall of 198%. The classification portion of
the plan was reviewed by management. At management s
request, the consultants made a wvariety of adjustments to
the proposed classification system. However, Bozeman has
been wurable to implement the pay plan proposed by the
consultants due primarily to funding constraints.
Information supplied by the consultants revealted that
implementation of the plan would cost the city an additional
$114,000 per ryear. More recent estimates by management
indicate adoption of the pay plan would cost in excess of

150,000 annually.
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The structure of the proposed pay matrix has

contributed to Bozeman‘s inability to implement the

plan. The proposed salary matrix contains 31 grades and

only 3 steps. According to the matrix, emplorees receive a

five percent raise and advance from step 1 to step Z after

successfully completing a six month probationary period,.

Employrees receive an addi tional five percent salary

adjustment and advance to step 3 after another 12 months.

Frogression beyond step 3 is based upon merit.

The probiem facing management s that new empioyees

receive raises inh excess cof ten percent within the first

months of emplorment, exclusive of any base adjustment

the cszalary matrix. Givern the present economic conditicons,
the Commission feels it cannot afford employee salary
increases of this magnitude. The City of Bozeman,

other cities and governmental agencies, has recently been

a

faced with declining state and federal revenues in addition

to local pressures to limit tax increases and the level

government spending. Consequently, the 1986-87 budget

developed by the <c¢city manager ignored the results

recommendations of the consultants. Based upon the study,

some adjustments to emplorees’ salaries have been made

fiscal »ear 1987-88, however a formal pay plan has not been

adopted or implemented by the administration.
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City officials have indicated that the lack of

established ctassification and pay plan, coupled with

inequities built intc the current wage and salary structure

of the <city, has contributed to wunnecessary employee

turnover, labor/management problems, and dissenticn among

city emplorees. Furthermore, in May 1986 the Eozeman Local

Government Study Commission released its report on

review of the Bozeman city government. The Study Commission

oftered the tollawing recommendation:

There needs to be developed a complete zet of Jjob
descriptions with an equitable pay schedule for all

employees. Currently, some hourly Jjobs have wvery
limited requirements and duties and pay more than
other Jobs requiring professional degrees and

experience.2

Classification and pay plans are an important aspect

maintaining an effective public personnel system. Zollitsch

and Langsner report that effective waqe and salary

administration involves developing and communicating wage

and salary policies and planes, creating a srstem of

analysis and classification, and administering

maintaining compensation programs.3 Morecver, Shafritz,

Hyde and Rosenbloom report that position classification

plans are almost universally recognized as essential for

administration of a public personnel program.4
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literature seems to indicate the need for a clascsification

and pay plan in the city government of Bozeman.

Research Objectives

This professional paper, and the survey analysis it
provides, represents a response to the city manager s
request. The following research objectives are addrescsed in

this paper:

1> Determine whether or not employvese pay
dissatisfaction does 1n fact exist in the City of
Bozeman;

2) Determine the Cauces of employee pay
discatisfaction, it any, and determine whether or
not the implemerntation of a classification and pay
plan would csolue or mitigate emploayee pay
dissatisfaction; and

3> Make recommendaticns to management concerniing the
implementation of a classification and pay» plan
for the City of Bozeman taking intgo consideration
the surveyr resulte, research on the topic of pay,
and current economic conditions.,

n

A discussion of how each research objective was addressed |

provided below.

Research Objective. Determine whether or not emploree
pay dicsatisfaction does in fact exist 1n the City of
Bozeman .

An emploree survey questionnaire was used as the primary
instrument to obtain Iinformation from emplorees. Library

research on the topic of pay provided the basis for

Reproduced with permission of the copyright owner. Further reproduction prohibited without permission.



determining what factores have been found to influence
emploryee pay satisfaction and what potential personnel
problems could result from emploree pay dissatisfaction.
Based on this research, the survey questionnaire wWas
designed to determine whether or not emplorees were
dissatisfied with their current pay.

Research (bjective. Determine the causes of employee

pay dissatisfaction, if any, and determine whether or

not the implementation of a classification and pay

ptan would solve or mitigate emploree pay
dissatisfaction.

This question ie naturally tied to the firzi, Results of
the study did indicate emploree dissatisftfaction with pay.
Responses were analyzed to isclate the underlying caucses of
emploree pay dissatisfaction. Fur thermore, the suruey
instrument was designed so that emplorees could identify
actions on the part of management which they +felt could
improve current compensation practices. Emploree responsces
to questions on the causes of employee pay dissatisfaction,
and employee responses to what corrective action management
would best be advised to take, provided the basis for
determining whether or not the implementation of a
clacsification and pay plan would solve or mitigate the

problems identified.
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Research Objective. Make recommendations to
management concerning the implementation of
classification and pay plan for the City of Bozeman
taking into consideration the survey results, research
on the topic of pay, and current economic conditions.

Through anarlsis of the proposed plan submitted by

consul tants, library research on salary and wage

administration, and survey results, recommendaticons
management were made concerning the implementation of

classtfication and pay plan for the City of Bozeman.

SUMMARY

Irn summar», this professional paper presents a s»nopsis

the research on pay, confirms the existence of emploree pay

dissatisfaction within Bozeman city government, determines

the causes of the dissatisfaction, identifies corrective

action to be taken, and, finally, presents a series
recommendations to management necessary to implement

effective classification and pay plan.
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ENDNOTES

1 Bozeman, Montana, City Commission, City Commicsion
Minutes (February &, 19845,

2 Bozeman, Montana, Local Government Study Commicssion,
Recommendations to the City of Bozeman (May 31, 1%86&>.

3 Herbert G. Zollitsch and Adolph Langsner, Wage and
Salary Administration. (South-Western Publishing Co.,
170>, pp. 7-10.

4 Jay M. Shafritz, Albert C, Hrde, and David H
Rosenbloom, Personnel Management in Government. (Marcel
DE‘kKE’F‘, InC., 1981), p- 1210

Reproduced with permission of the copyright owner. Further reproduction prohibited without permission.



CHAPTER 11

A REVIEW OF THE LITERATURE

Research on the theory of pay and its effects develcoped in
the early 1%900s and was an integral part of the owverall
management theory at that time. During this period,
virtually all of the research centered around the "eccnomic
man" concept advanced by F. W. Tarlor. Tarvlor, founder of
the scientific management movement, believed that the chie+
thing people wanted from their jobs was monexy and that
employrees needed strict guidance in order to perform well.
Time and motion studies and studies of piece rate incentiwve
plans were conducted in order to demonstrate how changes in
the method of payment and the method of accomplicshing a tzcsk
could increase emploree productivity. As a result, research
on the topic of pay became associated with =cientific

management.

The focus of the research on pay began to change in the
1930s and 1940s as the result of the Hawthorne experiments
conducted at a Western Electric plant between 1927 and 1932.
Thecse experiments served to redirect the research emphasis
away from pay as the primary motivator affecting employee
performance and towards recognizing the social and

peychological needs of employees. The Hawthorne experiments

10
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revealed that human beings with their feelings
associations were the critical elements affecting

performance.

These experiments lead to the development of the human

relations movement which stressed that humans had a whole

range of needs, including security, acceptance, recognition,

and growth needs. Empiorers could best motivate workers by

creating a work environment that would help workers
fulfill such needs while contributing to the goals of

organization.

The research on pay by human relations schaolars

primarily directed towards demoncstrating that pay

relatively unimportant to employees.ti A survey of csixteen

studies by Herzberg et al. (1%957), for example, showed that

the average worker ranks pay sixth in importance behind such

factors as security, Job interest, advancement,

appreciation, and management.2 The Ffindings <ceemed

confirm the "fact" that pay was relatively unimportant

employees. Consequently, researchers during this periocd

concentrated their efforte on non—-pay-related motivational

factores.

More recently, however, researchers are again studying pay

and its effects on emploree behavior. Studies by a number

11
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of researchers, including Adams (1963>», Porter and Lawler
(1968), Jaques (19é1)> and Herzberg (1957, 195%», have served
to re-ignite research interest in the subject of pay. These
studies support the premise that pay is important to
emplorees and does have an effect on emploree performance,
but to a much lesser deqgree than originally proposed by

Tarlor.

Edward E. Lawler III has been the foremost author in the
area of pay administration 1n recent years. Basically,
Lawler contends that each employee completes & pay
satistaction equation 1 n their own minds. 2 Fay
satistaction, according to Lawler, "is basically determined
by the difference between actual par» and the percson’'s belief
about what his par should be."d4 As an employees’ perceived

inputs exceeds his pay outcomes, his par dissatisfaction

will increase. When emplorees are dicssatisfied with thear
level o+t pay, the consequences can tncloude poor Job
performance, strikes, grievances, turnover, Job

dissatisfaction, and absenteeism. In short, widespread pay

discsatisfaction can be very costly to an organization.

Lawler argues that numerous factors affect an employee s
Job and pay satisfaction levels. Some oFf the Ffactors

identified by Lawler include employee evaluations, internal

12
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and external pay equity, communication, trust in management,

posi tion classification syestems, and me thods of pay
determination. Each of these factors is discussed below.
Emploree Evaluations. The model proposed by Lawler

suggests that emplioree par satisfaction is directly related
to job performance. Emplorees who perceive themselves as
better performers will tend to be dissatizsfied with their
pay, unless they receive additional compensation for their
efforts. As employees raise their self—-evaluation of their
pertormance, they also raicse their estimation of what their
pa> should be. Thus, employree evaluations provide the basis

for merit basced compensatichn programs.

[1U
"

Howwever, emploree evaluation systems can do much more,

Lawler <states:

The advantagees of this kind of sretem (emploree
evaluation srystems? extend far beyond par
administration. It can create a situation where
superiors and subordinates jointly become much more
certain of what the subordinate’s actual Jjob duties and
responsibilities are. The fact that the subordinate has
a chance to set goale and that he commits himself to a
certain level of performance may have an impact on his
motivation that is 1ndependent of rewardes 1like pay.
This =system also offers the subordinate a chance to
become involved in important decisions about his own
future and thereby encourages a Kind of give and take
that seldom exists between superiors and subordinates.S

Internal Pay Equity. Internal pay equity relates to

emplorees’ perceptions of how fairly wages are distributed

13
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among employees within an organization. That is, emplioyees”

perceptions of their pay is itnfluenced by what their
co—workers receive. Employees will tend to become
dissatisfied with their pay iif they see others, less

competent than themselves or performing lesse demanding work,

receiving as much or more pay than they do. Lawler states:

Intraorganization pay comparisons are crucial to
emplorees, and because of this, pay differences among
employees are important even where pay ies high. Thus,
Just parying everyone higher wages is not the answer to
pay dissatisfaction. The answer lies in...establishing
differences among people that are perceived by them to
be equitable. Job evaluation and performance evaluation
are the toole that must be used to establish equitable
differences...é

Extérnal Fay Equity. External pay equity relatecs to

emplorees” perceptions of the +fairnmess of their wages in

comparison to workers in <imilar positions in similar
organizations. Thus, emploree par gatisfaction is
dependent, in part, upon salaries and wages of similar

organizations.

Salary surveys can be an important toocl used in solwing
problems with external pay equity. Surveys ehould focus on
the organizations and jobs which the emplorees actually use
for comparison purposes and should be done with

participation of lower—-level emplorees. Lawler ctates:

14
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cecemployees react to their pay in terms of their
sometimes inaccurate perceptions of other’s par, not in
terms of what other’s pay actually is. Organizations
try to deal with this problem by releasing the results
of salary surveys, hoping that this will correct the
misperceptions of employees and convince them that their
pary rates are equitable. It is likely to be much more
effective if the emplorees themselves actually take part
in the salary survery. Then it will be their survey, and
they will be more likely to see the results as valid.?

Communicaticn., Effective communication between management

and employees plays an integral role in the overall
management of an organization and alsc playse a vital role in
determining the success or failure of any compencsation
program. Many plans seem to fail not because they are
mechanically defective, but because they were ineffectually
introduced.8 Thus, open lines of communication can increase

the chancee of success of an organization’s compensation

program.

Trust in Management. No pay plan or compensation program

can ever be 100 percent objective. Subjective Jjudgements
wilt always be an important element in any compensation
program. When employrees distrust management, subjective
Judgements are routinely questioned by the

employees—leading to increased pay dissatisfaction.

The more subjective the compencsation program, the more
employee trust in management is needed for the program to be

accepted by emplorees. Employers have every incentive,

15
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therefore, to reduce subjectivity in their compensation

s¥stems and to search for wars to build and maintain trust.

Classification System. Establishing and maintaining

———

employee trust in an organization leads to the necessity for
an effective Jjob evaluation and classification system.
Lawler states that the single most important factor in a job
evaluation syrstem is involving the people whose Jjobs are
being evaluated. "After all, it is their perceptions that
ultimately will determine the success or failure of the
system"”.¥ Lawler argues that involvement of Jjob holders in
the evaluation of their Jjobs will lead to higher pay
satisfaction because the resulting decisions will be
improved by the information contributed by the job holders,
and because the job holders will be more likely to accept

the decicsions if they are involved in making them.

Methods of Pay Determination., Studies by Penner (1986

and Lawler (19646) found that employree pay satisfaction
increases when pay ies perceived to be based wupon the
criteria that employees feel it should be baced upon. Merit

pay has often been promoted as a means for increasing Jjob

satisfaction.

Penner reported that employees who feel their pay is bacsed

upon performance are typically more satisfied with their pay

16
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than employees who do not feel their pay is
performance-based. While Lawler concludes that tying pay to
performance can motivate employees and increase their pay
satisfaction, Lawler strecsses the need for a pay srstem to
"+it the human reltations climate of the organization".106 In
an organization where trust in management i low and
emploree performance is difficult to measure objectively,

merit based systems are certain to fail.

These factors, identified by Lawler, provided the basis
upon which the emploree survey questionnaire was designed.
The survey questionnaire, which is described in more detail
in Chapter III and ie inmcluded in Appendix A of this paper,
contains questions dealing with each of the wvarious factors
which have been found to influence employee pay
satisfaction. Chaper IV analyzes the responses to these

questions.

17
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ENDNOTES

1 Edward E.Lawler, Pay and Organizational
Effectiveness: A Psychological View, McBraw-Hill 1971),
p. 8.

2 Ibid., p. 38.

3 Ibid., p. 216.

B

Ibid., p. 213.

S Ibid., pp. 169-70.

6 Ibid., p. 25S1.
7 Ibid., p. 261.
8 Ibid., p. 1&3.
® Ibid., p. 25%.

10 Ibid., p. 276.
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CHAPTER 111

RESEARCH DESIGN

Questionnaire

An emploree survey questionnaire was selected as the most
appropriate instrument for accumulating data Ffor this
research project. The questionnaire permitted data to be
collected for a large sample size which would not have been
true of an interview methodology. 1t alsc provided for

uniftform response patterns which facilitated data evaluation

and comparisons between sample groups. Furthermcore, this
methodolaogy permitted anonymous employree
responses——increacing the 1liKelihcod of honest ancwers to

sensitive questiones.

The survey questionnaire was prepared after a thorough
review of the literature on the topic of pay and related
subyects. The questicnnaire was designed to gather
information necessary to adequately address the research
cbjectives ocutlined in Chapter 1. Frofeszors Tompkine and
Weaver reviewed the questionnaire prior to distribution. Inm
addition, the quectionnaire was tested on two volunteers in
order to determine the clarity of the questions and to

assecss potential responses.

19

Reproduced with permission of the copyright owner. Further reproduction prohibited without permission.



To achieve a high return rate, questionnaires were
personally delivered to each potential respondent, The
purpose of the questionnaire was explained to each
individual and & cover Jletter explained that individual
responses would be completely confidential. Respondents
were provided a self-addressed euélope in which to return

the completed questionnaire.

Sample Size

A relatively large sample <size of 65 emplorees was
selected from the population of 150 full-time city
employrees. The large cample was selected in order to assure
that it was representative of the entire population, The
large scsample <ize also provided an additional degree of

protection in the event of a poor response rate.

Sample Selection

All top tevel managers and first line supervisors
comprised one component of the survey sample. All
management staff were selected because of the small number.
Due to the fact that responses <from management Jlevel
employees concerning compensation would be expected to

differ from non-management employees, questionhnaires from

this sample group were analyzed separately in order to
assess the expected differences. Managers were asked
20
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addi tional questions related to employee supervision, which
also necessitated a separate survey sample. Eighteen
management and supervisory personnel were asked to

participate in the study.

A second sample component was selected from the remaining
population of employees. In order to minimize the risk of
drawing an unrepresentative sample, a combination ot
systematic and stratified sampling techniques was used for
this component of the sample. A computer listing of
employrees sorted by department was used Ffor the sample

cselection. Two numbers from 1 to S were randomly celected

for each department. The first number drawn was used to
select the first emploree. The csecond number drawn was uced
L J

to select each subsequent emploree. As an example, a 2 and
a 4 were drawn for one department. The second emploree and
each subsequent fourth employree thereafter con the list were
selected. The selection process resulted in selecting 47

non—-management emplorees to participate in the =study.

Response Rate

of the 45 questionnaires delivered to potential
respondents, 60 were returned. This represents an overall
return rate of 92 percent. By category, 17 of the 18

management and supervisory personnel responded, while 43 of

21
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47 responded from the employee group. The high return rate
provides reasonable assurance that the <csample accurately

represents the total population.

22
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CHAPTER 1V

SURVEY RESULTS AND ANALYSIS: JOB SATISFACTION

The survey questionnaire and a tabulation of the results
of each question are included in Appendix A of this paper.
This chapter presents the results of the survey questions
related to emploree job satisfaction and interprets the data

in light of the research objectives stated in Chapter 1.

Overall emploree Jjob <satisfaction is analy»zed Ffirst,
followed by an analyxsis of employee attitudes specifically
with respect to their salary and benefits. To provide an
explanaticon of the causes of employee job dissatisfaction,
questions were included in the questionnaire relating to
factors which the review of the 1literature identified as
influencing employree Jjob satisfaction. Responses to these
qQuestions are analyzed in order to determine the causes of
emploree Job dissatisfaction and to provide insights into

possible corrective action.

Employee Job Satisfaction

A cseries of quecstions were included in the questionnaire
in order to evaluate the importance of pay relative to other
factors in determining employees’ overall level of Job

satisfaction. The argumente of the human relations school

23
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notwi thstanding, the city manager expected that pay would be

the most important factor to employees.

Two non—-monetary Jjob satisfaction quecstions were asked of
emplorees. The first of which asked respondents to indicate
the level of satisfaction they receive from weorking for the
City of Bozeman. The purpose of the question is toc measure
emplorees’ overall level of job satisfaction. Pocssible
responses conststed of: very high, high, moderate, low, and
very low. Stated below is the question followed by the
results,

GUESTION. INDICATE WHICH OF THE FOLLOWING BEST DESCRIBES

THE DEGREE OF JOB SATISFACTION YOU PRESENTLY RECEIVE FROM
WORKING FOR THE CITY OF BOZEMAN.

+

SURVEY RESPOMNSES

8. 7o : it s

3.59€ .............................

9_255 .............................

PERCENTAGE RESPONDING

OV HIGH HIGH —MOD — LOW U LOW

@ EMPLOYEES MANAGEMENT

Eighty-five percent of all respondents indicated their
level of job satisfaction they receive from working for the

City of Bozeman is either moderate, high, or very high. As
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shown above, responses of the management group tended to be
more disbursed than the employee group. Seventy—-one percent
of the management group repcorted either high or very high
satisfaction, while twenty—four percent rated their
satisfaction low. Responses of the employee group were more
normally distributed, with a majority responding that their

Job satisfaction was moderate.

The second non—-monetary question related to the lewvel of
satisfaction emplorees receive from their present working
environment, This question was also decsigned to measure
employrees” overall level of job satisfaction.

GUESTION. INDICATE WHICH OF THE FOLLOWING BEST DESCRIBES

THE DEGREE OF SATISFACTION YOU RECEIVE FROM YOUR PRESENT
WORKING ENVIRONMENT .

SURVEY RESPONSES
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Seventy—-one percent of all respondents indicated either

high or moderate satisfaction with their current working
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environment, with the highest level of satisfaction coming
from the management group. As shown above, only tweluve
percent of the management group indicated low satisfaction
with their present working environment and none reported
very low satisfaction. Amcng employees, by contrast, ten
percent reported low satisfaction and fourteen percent

reported very low satisfaction.

Responses to these two questions indicate that employees
are generally satisfied with their job. Eighty—two percent
of all respondents rated their satisfaction either moderate,
high, or ver» high to the two questions. The management
group was more divided in their responses to the level of
satisfaction they receive from workKing for the city. They
appeared to be either highly catisfied, or discsatisfied, as
evidenced by the fact that only six percent responded with
moderate satisfaction. The employee group was slightly less
satisfied with their workKing environment than was the
management group. However, overall respondents generally
appear satisfied with the non-monetary aspects of their

Jobs.

Employees were also surveyed regarding their level of
satisfaction with the monetary aspects of their jobs. The
purpose of the following questions is to determine whether

or not emplorees were dissatisfied with their compensation
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and also to evaluate their responses in light of their
responses to the non—-monetary aspects of their Jjob. In
order to better identify the source(s’ of employree
dissaticsfaction with compensation, if any, questions dealing
with compensation were divided into two categcries--pa)y and

benefits.

Respondernts were first asked how they felt about their
current salary. The question is restated below followed by
the results.

QUESTION. INDICATE WHICH OF THE FOLLOWING BEST DESCRIEBES
HOW YOU FEEL ABOUT YOUR PRESENT SALARY.

SURVEY RESPONSES
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Responses to this question were fairly evenly divided.
Fifty-cseven percent of all respondents felt their current
salary was either fair or very fair, while forty-three
percent responded that their current salary was either

unfair or very unfair. Interestingly, the management group
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was slightly more dissatisfied with their salary than was
the employree group. Fifty—-three percent of the management
group indicated dissatisfaction with their salary as
compared to forty percent of the employee group. The +act
that forty—three percent felt that their salary was not
fair, while not a majority, neverthelecss reprecsents a
sighificant proportion of the work+orce that are

discsatictfied with this aspect of their job.

In a related question dealing with compensation, emplorees
were acked how they felt about their current bernefites. The
purpose of this question is to more accurately determine
which specific aspect of their compensation, <calary or
benefits, is the greater source of dissatisfaction.
QUESTION. INDICATE WHICH OF THE FOLLOWING BEST DESCRIEES
HOW YOU FEEL ABOUT YOUR PRESENT BENEFITS SUCH AS RETIREMENT,
INSURANCE, SICK AND ANNUAL LEAVE, ETC.

SURVEY RESPONSES
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As seen above, respondents are highly satisfied with their

current benefits. 0Of the employee group, ninetyr—-seven

percent of the employees responded that their current

benefite were either fair or wvery fair, while one-hundred

percent of the management group recsponded similarly. Stated

differently, only one out of sixty respondentes indicated

that they felt their current benefits were unfair,.

Baced on the twoe questions dealing with employee

satisfaction with compensation, it is clear that employrees

are highly satisfied with their current benefite, but that a

substantial percentage of employees, management

non-management alike, do not feel they are presently

receiving a fair salary. In an effort to determine

impartance of pay relative to other factors, respondents

were asked to rank +five job-related factors 1n order

their importance. These included factors employrees in other

studies cited as more important than pay. Listed below

the question and the ranking by the two groups surveyed.
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QUESTION, RANK THE FOLLOWING FACTORS 1 THROUGH S IN ORDER
OF THEIR IMPORTANCE TO YOU (1 BEING THE MOST IMPORTANT AND 5

BEING THE LEAST IMPORTANT). RANK ALL FIVE ITEMS.

SURVEY RESPONSES

Employee Management

Ranking1l Rankingt
A. Opportunity for advancement 4 =
B. dAppreciation by supervisor S 4
C. Payr 2 z2
D. Job security 1 2
E. Interest of the job itsel+# 3 1

As shown above, emplorees feel pay is quite important; in

fact, both the employee group and the mancoement
ranked pay» second in importance among the warious
factors. Emplorees ranked only "job security" higher

pay, while managers ranked only "Jjob interest” higher

pay.

Lawler cited studies in which supervisors tende
overestimate the importance of par to their subordin
Overestimating the importance of pay can lead to manag
relying too heavily on financial incentives and the s

of management which have <stressed them, e.g. scien

group
Job
than

than

d to
ates.
ement
tries

tific

management. Furthermore, overestimating the i1mportance of

pay can lead management to treat the symptoms of a pr
rather than effectively dealing with the causes.

example, management may simply increase emplorees’ pay

oblem

For

with

the expectation that higher salaries will eliminate emploree

dissatisfaction.
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In order to determine whether or not the importance of pay
was being overestimated, management and supervisory
personnel were asked to rank the same Jjob factors shown
above in order of their importance to emplorees who work for
them. Consistent with Lawler‘s findings, management and
superviscory personnel felt pay ranked first in importance to
their employees. These resulte are not as prononced as the
resultse cited by Lawler in which employees ranked pay
seventh while supervisors ranked pay first.2 However, it
does highlight the need for management to adequately

identify the cause(s) of job discatisfaction.

Survey results confirm the research hypothesics that pay is
& primary concern of City of Bozeman emplorees and ie one of
the main areas of employee dissatisfaction. Resulte also
revealed that job satisfaction, as distinct +from pay
satisfaction, is moderate toc high among emplorees. The
following section examines determinants of job satisfaction
generally in order to identify ways in which Jjob

satisfaction can be improved still further.

Determinants of Job Satisfaction

Chapter Il identified a series of elements found to be
important to employee job satisfaction, including employree
evaluations, internal and external payr equi ty,

communication, trust in management, classification systems,
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and methods of pay determination. The survey instrument
contained questions dealing with each of these factors and

this section presents the results to those questions.

Emploree Evaluations. As discussed in Chapter I1,

employee evaluations can have ‘én effect on emplaoyree job
satisfaction. Two questions relating to employee
evaluations were included iy the survey instrument.
Emplorees were asked how Ffrequently they receive written
evaluations from their supervisor and how they felt about

the current evaluation process.

In recsponse to the question concerning how frequently
employees receive written evaluations, only thirty-one
percent of the employee group and twenty-nine percent of the
management aroup responded that they receive written
evaluations on an annual bacsis. A total of fifty—-nine
percent of all respondents indicated that they receive no
employee evaluations or evaluations were done less
frequently than once every five years. In response to the
fairness of employee evaluations, only twenty—-six percent of
the employee group indicated that they Ffelt the present
process of evaluating emplorees was either fair or very
fair, while forty—-one percent of the management group

responded similarly.
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Internal and External Equity. Employee pay satisfaction

is dependent in part upon emploree percepticns of internal
and external equity. That is, when determining their
satisfaction with pay, emplorees consider their own pay both
in relation to their co-workers pay and in relation to
emplorees in similar organizations. When others, who they
perceive to be less competent than themselves, perform less
difficult jobs and receive more pay, they will tend to be

more and more dissatisfied with their payr.

To addrecss these quecstions, employees were surveyred
concerning their level of satisfaction with how fairly pay
was distributed among emplorees within departments, between
departments, and the fairness of wages in the City of
Bozeman in comparison to cities of similar size in Montana.
QUESTION. INDICATE WHICH OF THE FOLLOWING BEST DESCRIBES

HOW FAIRLY WAGES ARE DISTRIBUTED AMONG EMPLOYEES IN YOUR
DEPARTMENT .

SURVEY RESFPONSES
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As seen by the presentation above, thirty~three percent of
the employee group and thirty—-six percent of the management
group indicated they felt the current distribution of wages
among employees in their department was either unfair or
very untair. The management group was more dissatisfied,
with eighteen percent responding that they felt the current

distribution was very unfair.

Listed below is the second question dealing with internal

equity followed by the recsults.

GUESTION. INDICATE WHICH 0OF THE FOLLOWING BEST DESCRIBES
YOUR FEELING OF HOW FAIRLY THE WAGES & BENEFITS OF EMFLOYEES
IN YOUR DEPARTMENT COMPARE TO WAGES & BENEFITS OF EMFLOYEES
IN OTHER DEPARTMENTS OF THE CITY.

SURVEY RESFOMNSES
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Responses to this question on internal equity were fairly
evenly divided. Forty-six percent of all respondents
indicated they felt the wages in their department were

either unfair or wvery unfair, when compared to wages of
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other departments. Again, a larger percentage of the
management group felt the current distribution was very

unfair.

The survey instrument also contained a question on
external equity:
QUESTION, INDICATE WHICH OF THE FOLLOWING BEST DESCRIEBES

HOW YOU FEEL YOUR CURRENT WAGES & BENEFITS COMF&RE TO YOUR
COUNTERPARTS IN CITIES OF SIMILAR SIZE IN MONTANA.

SURVEY RESPONSES

FERCENTAGE RESFONDING

[ 2722 Z 7 [ .
U FAIR FAIR UNFAIR U UHFAIR
B EMPLOYEES MANAGEMENT

A majority of respondents in both groups felt that their
wages and benefits were fair in comparison to their
counterparts. Neverthelecss, thirty-eight percent of the
employee group and twentyr—seven percent of the management
group felt their wages were either unfair or very unfair in
comparison to their counterparts. (None of the management

group and only two of the emploree group felt the current

wage disparity was very unfair.?
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The highest level of dissatisfaction relating to internal
and external pay equity resulted from the question relating
to the distribution of wages between departments. Nearly
half of all emplorees surveyed felt wages were not fairly
distributed be tween departments——essentially the same

percentage as those responding that their pay was unfair.

Communication. Effective communication between employees

and supervisors is another element identified in Chapter 11
as affecting employee Jjob catisfaction. The survey
questiconnaire contained two questions relating to the

adequacy of communications.

Respondents were firest acked if they felt communication
between emplorees and management was good, or it
communication needed to be improved. In response to the
qQuestion, only nineteen percent of the respondents indicated
that there was good communication between management and
employrees. Eighty—-one percent felt that communication

between management and employees needed to be improved.

In order to determine what methods management could
utilize to improve communication, respondents were provided
a list of possible management actions and were asked to
indicate which actions they felt could improve

communication. The results are presented below,.

36

Reproduced with permission of the copyright owner. Further reproduction prohibited without permission.



QUESTION. CIRCLE AlLL OF THE FOLLOWING ACTIONS YOU
Coum.p IMPROVE COMMUMICATION EETWEEN MANAGEMENT
EMPLCYEES.

A. Regular megelings with emplaoreee 3nd manzgement.,
Informal visites by management.

Formal visits by management.,

Newsietter,

. QOther (Briefly exolain?

moom

SURVEY FHESPONMSES

PERCENTARE RETPONDING
> @
J n
%) ot

L&

B EMPLOYEES MANAGEMENT

FEEL
AMND

~c <=een above, respondents generally favcored reguilar

meetings with emplorvees and management, and irnformal vislits

bty management. Other suggestions included the need

evaivations, one on one meetlings with emploressz, and

for

the

need to ligten to valid complaints. Tnterestingly, as showun

by the graph above, a greater gercentage of the manags

¢

ment

aroup than the emploree group Ffelt each of *ne possible

actions cshould tre implemented N order to impraove
communication., As the responses to thece questiony
incicate, there ies a definite need For incireased

communication beteeen management and emplorees.
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Trust in Management. Employree trust in management is an

important element affecting emploree job satisfaction and is
also escsential +for any type of compencsation proaram to
succeed. Lawler states: "No plan can succeed in the face
of low trust and poor supervision, no matter how valid it

may be from the point of view of mechanics."3

The survey questionnaire included a question relating to
employee trust in management in order to determine whether
or not a lack of trust in management was a contributing
factor affecting emploree Jjob satisfaction.

QUESTION. INDICATE WHICH OF THE FOLLOQWING BEST DESCRIBES
YOUR LEVEL OF TRUST IN MANAGEMENT (YOUR SUPERVISOR aAND

ABOVE) .
SURVEY RESPONSES
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As shown above, there is a wide range of attitudes among
employees and supervisory staff concerning their level of

trust in management. Not surprisingly, management and
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supervisory staff responded more favorably than did the
employee group. The differences between the two groups,

however, are not as pronounced as might be expected.

While there appears to be a wide range of attitudes on the
part of both groups, a substantial majority of respondents
rated their trust in management reasonably high.
Seventy—one percent of the employee group and seventy—six
percent of the manageme%t group responded that their trust

in management was either moderate, high, or very hiagh.

Clascification Syetem. Position classification syrestems

provide the means to effectively deal with problems with
internal pay equity. As stated in Chapter II, success of a
position clascsification sys=tem is dependent upon invalving
the people whose jobs are being evaluated. As noted in
Chapter I, the city had a consulting firm develop a
classification system in 1985, The study ic yet to be fully

implemented by management.

The survey contained a question concerning involvement of
emplorees in the position classification studr. The
question was intended to assess the 1likelihood employees
will accept the results of the studyr in 1light of the
recearch which indicates employee involvement is essential

for success of a classification system.
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Only seventeen percent of the employee group and
twenty-five percent of the management group indicated that
they provided information on their job duties and that they
were aware of the purpose of the study and what the intended
outcome would be. ESixty-seven percent of the employee aroup
and fifty percent of the management group indicated that
they provided information used in the classification study,
but had no knowledge of the purpose of the study or the
intended outcome. Nineteen percent of all respondents

indicated that they had no involvement in the study.

Methods of Pay Determination The method management

emplorys with regard to pay adminictration directly affects
employee pay catisfaction. As stated in Chapter I, for the
past several years the city administration has simply
granted fixed dollar incresces or fixed percentage increases

to all employees.

The sgurvey contained a series of questions dealing with
employree preferences with regard to methods of allocating
wage increases. Each of these questions is analyzed in the
next chapter. For purposes of analyzing emploree acceptance
of the adminicstration’s current pay policy, respondents were

asked which type of pay plan they prefer.
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QUESTION. RANK ALL THE FOLLOWING PAY PLANS 1 THROUGH 4
INDICATING WHICH YOU FEEL WOULD BE THE MOST DESIREABLE FOR
THE CITY OF BOZEMANM. (1 BEING THE MOST DESIREAELE AND 4
BEING THE LEAST DESIREABLE)Y RANK ALL FOUR.

Employee Management
RanKing4 Ranking 4
A. Merit based system 3 2
B. Accrose the board increases 2 3
C. Pay based on seniority 4 4
D. Predictable pay plan and salary
schedule with compensation
guidelines. 1 i

As indicated above, the employree group ranked the current
method of pary administration f(accrose the board increzses?
second behind & predictable pay plan and =salary schedule
with compencation guidelines. The management group ranked
the current method of pay administraticn third out of the
four poscible methods. These responses suggest that
employees are not totally satisfied with the current method
of distributing salary increases among emplorees. The next
chapter analrzes emplorees’ pay plan preference in greater
detail to determine what elements emplorees feel the city’s

compensation program should contain.
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ENDHOTES

1 Cumulative rankings were determined by summing the
ranking of each respondent and then rank ordering the
results.

2 Lawler, Edward E., Pay and Organizational
Effectiveness: A Psycholegical View, (McGraw-Hill 19710, p.
63,

3 Ibid., p. 163.

4 Cumulative rankings were determined by summing the
ranking of each respondent and then rank cordering the
results.
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CHAPTER V

SURVEY RESULTS AND ANALYSIS: PAY PLAN PREFERENCE

Chapter IV analryzed the survey results relating to
emploree job satisfaction. This chapter presentse the
results of the survey questions related to employree pay plan
preference and interprete the data in light of the research

cbjectives stated in Chapter I.

As discussed in Chapter II, studiec by Perner and Lawler
(19448) found that emploree pay satisfaction increases when
par is perceived to be based on the criteria that emplorees
feel it should be based upon. The surwvey questionnaire
contained a cseries of questions decigned to identif» the
type of pay plan and related elements emplorees feel would

provide the most appropriate pay administraticon system.

General Attitudes

Recpondents were first acsked what the the city’'s overall
philosphy <should be with respect to wage and salary
administration. The purpose of the question was to
determine what emplorees feel should be the primary factor
governing salaries and wages of the city. Shown below is

the question followed by the results.
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QUESTION., WHICH OF THE FOLLOWING STATEMENTS MOST HNWEARLY
DESCRIBES YOUR OPINION ON WHAT THE CITY’S PHILOSPHY SHOULD
BE WITH RESPECT TO WAGE AND SALARY ADMINISTRATION?

A. Pay city employees as little as poscsible,

B. Pay the average salary and wages of cities of
similar size.

C. Pay enough to attract and retain qualified city
employrees.

D. Pay a +fair and equitable wage to all city
employvees.

E. Pay wages comparable to both public and private
organizations.

SURVEY RESULTS
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As seen above, half of both groups surveyed felt that the
city‘e philogsphy should be to pay enocugh to attract and
retain gqualified emplorees. Thirty—-five percent of the
respondents felt that the city should pay a fair and
equi table wage to all employees. A small percentage felt
that the city should base wages on par of other

organizations.

Respondents were then surveyed concerning what factors

they felt should be taken into consideration when
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determining calary and wage increases for employvees, The
respondents were asked whether or not annual cost of living
and Jlongevity increases <should be part of an overall
compensation program for the city. Shown below are the

results.

QUESTION. SHOULD ANNUAL COST OF LIVING INCREASES BE A PART
OF AN OVERALL COMPENSATION PACKAGE FOR CITY EMPLOYEES?

SURVEY RESULTS

FERCEMTAGE RESPONDING

HU DOH' T KHOW
B EMPLOYEES MANAGEMENT

QUESTION, SHOULD LONGEVITY <(SENIORITY» INCREASES BE A FART
OF AN DUVERALL COMFENSATION PACKAGE FOR CITY EMPLOYEES?

SURVEY RESULTS
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As shown above, both groups indicated, by a wide margin,

that cost of living and longevity increases should be part

of an overall compensation program for the city,. A degree

of certainty and predictability is a common element of both

of these factors. 1t appears that emplorees and supervisors

alike desire some knowledge of what they can expect

future with respect to their pay.

Aside from two probationary step increases, the pay plan

proposed by the consultants did not recognize

longevity or cost of living increases, yet an ocwverwhelming

majority of city emplorvees Ffeel these Ffactors <chould be

taken intoc consideration by management.

Merit Pay

The pay plan proposed by the consultants is based largely

on merit. As previously discussed, merit pay can

successful provided certain conditions exist such as

trust in management, objective emploree evaluations,

acceptance of the plan by employees and supervisors,

Without these conditions, incentive or merit based pay plans

can be detrimental to an organization. Lawler states:

If employees object to seeing their pay tied to their

performance, there can be real problems in trying

implement any Kind of merit pay system, since it could

be and, in fact, would probably be undermined by

emplorees themselves. One of the clearest findings that
comes out of the research on incentive systems like the
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Scanlon Plan is that these plans work best when the
emplorees want the plan and when they trust management
(Whyte, 1955>. Thus, the iscue of whether emplorees in

general are favorably inclined toward incentive plans is
a crucial one.l

As previously reported, the management group selected a
merit based compensation program as their second preference
and the employee group ranked a merit program third. In
order to assess employee acceptance of a merit based pay
plan, respondents were given a list of five potential
problems resulting from the adoption of merit pav. They
were asked to indentify» each of the problems they felt could

result 1¥f amerit pay sy=tem was adopted.

q7
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QUESTION, CIRCLE ALL OF THE FOLLOWING PROBLEMS WHICH YoOU

FEEL COULD RESULT FROM ADOPTING MERIT PaY IN THE CITY OF
BOZEMAN.

A. Complaints by employees that raises are arbitrary.

B. Problems in establishing objective criteria for
evaluating employrees and awarding merit pay.

C. Problems in administering merit pay fairly and
equi tably among the various departments or
divisions.

D. Creation of unnecessary problems among emplorees.

E. Difficulty on the part of superwvisors to
ocbjectively rate, evaluate, and administer merit

pay.
SURVEY RESFPDMSES
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As shown by the presentation above, an overwhelming
majority of both employees and supervisors responded that a
merit based compensation program would cause problems. In
fact, over two-thirds of the respondents felt that all of
the five problems listed would occur if the city adopted a

merit bacsed pay plan.
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Respondents were then directly asked whether or not they
support merit pay. Listed below is the survey question and
a tabutation of the results.

QUESTION, INDICATE WHICH OF THE FOLLOWING BEST DESCRIBES
YOUR ATTITUDE CONCERNING MERIT PaY (TYING PAY TOQ

PERFORMANCE) .
Survey Recponses

Emplorees Management
Neo. Pct No. Pct

A. 1 fully support tying pay to

performance. g 217 & 254
B. I feel this approach could

cauce problems in the depart-

ment or division. 16 374 2 47%
C. I am concerned that my» supervisor

could not cbijectively measure and

rate performance among emplorees. 15 35 2 124
D. Don’t Know. 3 % 1 &7
100%

Total 4z 1007

H oo
H~

s <=seen above, both survey groups soundly rejected the
concept of merit pay because they felt merit par would
either cause problems in the department or they were
concernced that their supervigsor could not objectively
measure and rate performance among emplorees. The latter
concern Is supported by responses to a related question.
When asked how easily their performance could be measured,
sixty~-five percent of the respondents indicated that they do
not feel their performance could be objectively rated in
comparison to their co-worKers. Furthermore, as presented

in Chapter IV, only 30 percent of the respondents indicated

4%
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that they receive annual employee evaluations, Without

emploryee evaluations, there would be no objective means for

distributing and awarding merit pay.

Future Prospects
The survey instrument contained two quecstions

allowed respondents to indicate what actione they

management should take to addrecss problems with emploree

par. The first question 1liste three possible

actions

available to management and also allows respondents

indicate their own proposed solution.
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QUESTION. ASSUMING THERE IS DISSATISFACTION WITH THE
PRESENT COMFENSATION  LEVELS, WHICH OF THE FOLLOWING
APPROACHES SHOULD CITY MANAGEMENT TAKE?

A, Grant additional calary increacses to all
employrees.,

B. Give department heads control over who should
receive a salary increase.

C. Establish a salary schedule and inform emplovees
what compensation policy they can expect in the
future.

D. Other. (Briefly describe)

SURVEY RESULTS
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Sixtyr-three percent of the respondents felt that the best
approach for management to address employree pay
dicssaticsfaction is to establish a salary schedule and inform
emplorees what compensation policy they can expect in the
future. Eighteen percent of the respondents offered their
owri suggestions, which included merit pay systems,
compensation for money saving ideas, a requirement for Jjob

evaluations, and cost of living increases. Interestingly,

o1
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seventeen percent of the employee group felt that the city

should grant all emplorees a salary increase.

The second question, designed to identify actions
emplorees feel management should take to address problems
with employee par, attempted to present the problem in the
context of the current financial and political situation.
The purpose of the gquestion is to go beyrond simply
acknowledging that a problem with emploree pay existe and
should be addressed. The question summarizes the current
csituation while placing realistic constrainte on peossible

responces.

oz
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QUESTION. KNOWING THAT SALARIES AND WAGES ARE DEPENDENT
UFOMN TAXES, AND CONSIDERING THE CURRENT "TAXPAYER REVOLT",
HOW SHOULD THE CITY BEGIN TO IMPROVE PRESENT PROBLEMS WITH
SALARIES AND WAGES OF CITY EMPLOYEES?

A. Cut some citr emplorees and give raises to those
that remain.

B. Ignore the taxpaver, increase taxes, and give
raises to all employees.

C. Hold back on salary increacsec.
D. Establish a long-range and predictable par
structure, which lets emplorees Know that they can

expect in the future.

SURVEY RESULTS
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As shown above, when faced with limited alternatives, an
even larger percentage of respondents indicated the city
should establish a long-range and predictable par structure
which lets emplorees Know what they can expect in the
future. An obvious element contained in these responses I1s
the need for some deqgree of certainty and predictability in

determining salary and wage levels of emplorees.

23
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Chapter Summary

This chapter analyzed a <ceries of surver questions
designed to identify the t»pe of pay plan and related
elements employees feel would provide the most appropriate
pay administration system for the city. By wide margins,
respondents strongly favored establishing a salary schedule
with compensation gQuidelines. In addition, an ocverwhelming
majority of respondents felt that annual cost of living and
longevity increaces should be part of the city’s

caompensation program.

Some interesting and sometimes conflicting responses were
received on the subject of merit par. When asked what type
of pay plans respondents preferred, the management group
ranked merit psy systems second, while the employee group
ranked them third. Howewver, a wvast majority of all
respondents felt a merit pay system would cause a wide range
of problems. And, when asked if they support merit pay,

only twenty—five percent indicated they did.

It appears many of the respondents endorse the concept of
tying their par to their performance, and yet were not
willing to accept this type of pay system. The higher
degree of subjectivity inherent in a merit based
compensation program is a possible explanation. Consistent

with this theory, respondents opted for more predictable,

34
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and much legs subjective, means of adminictering their
pay——a salary schedule coupled with provicsions for longevity

and cost of living increases.

95
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ENDNOTES

1 Edward E. Lawler, Pay and Organizational
Effectiveness: A Psychological View, (McGraw-Hill 1%71)>,
p. 159.
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CHAPTER VI

SUMMARY AND RECOMMENDATIONS

The impetus for this research project stems From

Bozeman city manager s concern that scerious inequities exigt

in salary and wage levels of city emplorees, and his concern

that these inequities have contributed to widespread

dissatisfaction among employees. The city manager requested

a study to determine whether or not a classification and pay

plan is in fact needed in the City of Bozeman, and if such a

plan would improve emploree attitudes with respect to their

pay. Additionally, he was interested in determining what

factore management chould consider in order to implement &

classification and pay plan, other than simply adopting a

pary plan within the financial! constraints cof the city.

research project was designed based upon these objectives.

The research project confirmed <come of management s

expectations, discontirmed others, identified possible

corrective actions, and finally, provided insights

issues which did not appear to be a concern of management at

the outset. The 4Following conclusiong are drawn

analysies of the survey results:
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Conclusions

1> Generally, emplovees are satisfied with their

current jobs and working environment,

2) A significant number of emplorees are
dissatisfied with their pay. Fay equity factors

appear most important in explaining the result,

3> Virtually all employees are caticfied with their

current benefits.

4) Employees suppor t the adeoption of

classification and pay plan to improve problems

with employree pay.

S) Employees feel strongly that cost of living and
longevity factore should be part of the city’s

compencation package.

é) Emplorees rejected a merit based compensation

program.

7)Y A significant majority of emplorees indicated
communication between emplorees and management

needs to be improved.

Based upon these findings, the following section precents

series of recommendations for addrecssing the concerns

management and the research objectives outlined in

I.

Recommendations

Chapter

Based on the research on pay administration,

evaluation and classification systems play an integral

in establishing and maintaining internal par equity.

first element necessary to address employee

dissatisfaction is the need for an established

S8
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classification system. The City of Bozeman already has a
classification plan, but it has not been fully implemented.
As the survey responses indicate, employee acceptance of the
classification system is wunlikely due to the fact that
relatively few emplorees were involved in the development of
the system and understood the purpose and intended outcome
of the studyr. For a classification system to be effective,
it must first be accepted by the emplorees as a fair and
objective <srstem which accurately clacssifies positions

according to Jjob demands.

The classification swxetem proposed by the EBecker Company

could provide the <+oundation for the city’s classification

system. It ie based on an objective and unbiased Jjob
evaluation syetem which is important for employee
acceptance. However, because many of the employrees were

either not aware of the classification system or did not
understand the intended outcome, it is important for
management to communicate the results of the studyr to the
emplovees and ceek to their input. The purpose of the
classification system and the methods used to classify the
pocsitions should be explained to employees. In addition,
employees should be provided the opportunity to comment on,

and question, all aspects of the classification

5%
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svstem-—-including ite original purpocse, methodol

resiai ts,

Management muest be careful not take the pos

deferding the classzification plan and the work

ogy, and

ition of

of the

consul tants., Rather, management must criticalls review the

results of the plamn, and above ail, take intc cons

concerns of emplorees and make adiustments Lo the

ideration

QA
)
o
1]

F

needced. The final pian <hould be openly presentecd to al]

emplorees together with procedures for emploves: to requeszt

recltassification ot their positions. The important

ocint is
&

for management to listen to emplovee concerns and dexl with

them fair)y.

Recommendation. Establish an employee class:i ¥t

ication

system taKing into consideration emploree concerns andg
communicate the results of the final classification plan

to 211 employees.,

The next <step toward addressing the problems facing

manzgement is to establicsh a par plan which compensates

employees based on their classification. Again, & pay

matrix corresponding to the Becker Co. classification system

already existz, Hoviever , the city iz unable to

the pay plan due to financial constraints.,

implement

tiore

importantly, &¢ shown in Chapter Y, survey respondent:

scundly rajectesd the basic premise upon which the Becker Co.

pay plan was bzzed--that being merit.

&0
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As the review of the literature revealed, a pay erstem
exists within the context of the total organization, and
success of a compensation program is dependent upcn emploree
acceptance of the system. Without their acceptance,
employees will likely be dissatisfied with their resulting

pay and may even try to undermine the system.

Chapter UV identified the elements recpondents Felt the
city'e pay plan should contain and the basis on which
emplorees felt pay increases should be awarded. Respondents
supported annual cost of living and longevity pay increases
by an cverwhelming margin. Furthermore, respondents
strongly favored a predictable pay plan with compensation
guidelines as the most appropriate methcod by which
management could begin dealing with problems in employree

pay.

A degree of certainty and predictability in emploree pay
was the overriding concern of the respondents. Consistent
with this concern, respondents rejected the concept of merit
pay, despite the fact that merit par would undoubtedly

translate to higher pay for some emplorees.

Based upon employee attitudes and preferences, management
cshould develop an alternative pay matrix to coincide with

the classification plan. The pay matrix prepared by the

é1
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consul tants could be used as the basic framework needed to
establish pay ranges for each grade. Major adjustments
would need to be made in the pay plan step structure which
presently containe only three steps, When ecstablishing the
revised step structure, consideration should be given to two
basic elements--longevity and cost of living. Longevity
would be addrescsed through <step increases while cost of
living increases would be addressed annually through an
overall annual adjustment to the pay matrix based upon

current economic conditions.

Compensation pcoclicies which inform employees of how the
pay plan will be administered 1is alsc a vital element
necessary for employee acceptance of the plan. The policies
should identify the overall compencsaticon philosphy of the
city and should alec provide for operational rules for the
administration of the pay plan. To the extent possible, the
pay pltan and compencation policies should let emplorees Know
what can rea¢onably be expected in the future. The
guidelines cshould identify under what conditions employees
would advanée <from one step to another and wunder what
conditions employee advancement may be denied. Furthermore,
the guidelines should identify the factors management would

consider for employee promotions and advancement.

&2
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Recommendation. Establish a pay matrix and set of

e A et

compensation guidelines which take into consideration

annual cost of living and longevity increases, to be

used in conjunction with the position classification
system.

The recommendations cited above will provide the means by
which the administration can adequately deal with problems
of internal pay equity. However, not yet addressed is the
issue of employee dissatisfaction with external pay equity.
A significant number of employees do not feel their salaries

are fair in comparison to their counterparts in cities of

similar size in Montana.

There are twa possible explanations for employee attitudes
orn external pay equity. Either pay in the City of Bozeman
ie substantially lower than comparable cities, or emplorees
are not using accurate information on which to base their
conclusions. In order to effectively deal with this
problem, the administration, in conjunction with employee
reprecsentatives, should first obtain accurate pay
information from other cities. The information obtained

should be presented toc all emplorees.

1f Bozeman’s pay is reasonably comparable to other Montana
cities, the administration, together with emploree
representatives, should routinely provide emplorees with

this information. However, if employee pay within the City
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of Bozeman is in fact substantially below that of comparable
cities, the administration and policy makers of the city
must determine whether or not the discrepancies should be
rectified. The administration and policy makerse may
determine that other factors justify the differerces and the
discrepancies in emploree pay are defensible, or they may
decide that improvements in employee pay cannot be made for
financial reasons. If this is the case, the position of the
administration and the policy makere chould be communicated
to the emplorees and the reascones explained as clearly and
honestly as possible,. I, on the other hand, the
administration and policy makKers determine that there ic no
Justifiable reason for the differences in emploree pay and
the differences should be corrected, a plan as to how the
administration plans to deal with the inequities ehould be
developed and presented to the employrees.

Recommendation. The administration, in conjunction with

emploree representatives, should obtain and present to

all employees accurate salary and wage information from

other Montana cities. The administration should
adequately address any inequities which may exist.

Two additional factors identified by the survey recults
chould be concsidered by management in order to improve the
chancee of success of the classification and pay plan.
Thecse are annual employee evaluations and effective

communication between employees and management. ASs revealed

é4
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by the survey results, only thirty percent of the
respondents indicated that they received annual emplaoyee
evaluations while eighty—one percent felt that communication

be tween management and emploreecs needed to be improved.

All tooc often, emploree evaluations are viewed negatively
br both emplorees and supervisors, Howewver, effective
emploree evaluation systems can be a useful tool %o motivate
employees, communicate management’s appreciation to
emplorees, identify areas where additional employee training
ic needed, in addition to correcting employee deficiencies.
The evaluation program will not be used as a basis Ffor
awarding merit pay, yet it ig an eszential element in
developing eftfective communication between emplorees and
marnagement., While the emplcree evaluation program can vary
from one department to another, some general guidelines are
suggecsted below:

1> Emplorees and the supervisor <hould agree iR
advance as to what is expected of the employree.

2) Quantitative criteria reflecting those
expectations should be established and documented.

3> Emplorees chould be evaluated only on what the
emploree and supervisor agreed to in advance.

4) Generally, evaluations should be positive @n
nature and acknowledge employee efforts in
accomplishing the intended tasks and cite

corrective action to be taken on the part of the
employee if the expectations have not been met.

é5
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5> The administration should provide funding <for

employee training when such training would be
useful toward correcting employee deficiencies.

&) Evaluations should be documented, discussed with
employees, signed off by both the employvee and
supervisor, and maintained in the employrees’

percsonnel file.

Finally, the survey presented a series of actions
might be useful for improving communication between employees
and management. Resporndents generally favored
meetings between employees and management, and informal
by management. Fegardless of what type of classification
pay plan the city wishes to adopt, effective communication

between emplorees and management is an integral part of

administration of any organization.

Recommendation.

reqular

1> Establish an employee evaluation program for all

employees.

2> Take action to improve communication
employees and management.

&6
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APPENDIX A

SURVEY QUESTIONMNAIRE AMND RESPONSES

GENERAL INFORMATION:

1. Indicate which of the <following bect describes the
degree of Jjob satisfaction you presently receive from
workKing for the City of Bozeman.

Employees Management

No. Pct No. Pct

A. Very high. 4 10% 3 18%
B. High. 10 29x b S3%
C. Moderate. 23 557 1 &
D. Low,. 4 10% 4 24
E. Very Low. 1 2 0 “
Total 42  100% 17 100

2. Indicate which of the following best describes the

degree of satisfaction you receive from your present working
environment.

Employreec Management

Mo, Fct Mo, Pct

A. Very high. 3 7 2z 12%
B. High. 14 33% 8 47
C. Moderate,. 15 ICI-YA S 257
D. Low, 4 10 2 127
E. Very Low. é 147, a o7
Total 4z 1007 17 100~

=== _—=== _—= _—===

3. Indicate how frequently rou receive written evaluations
from your <superwvisor.

Employrees Management
No. Pct No. Fct
A. At least annually. 13 Ich A S 297
B. At least orce every two rears. §] 0 z 127
C. At leacst once every five rears, 3 red 1 &7,
D. HNo evaluatione or seldom. 24 &27 9 S34

Total 4z 1004 17 1007

— ———-——— o — e s s
—_———— —_——— E——1—1
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q. Indicate how you feel about the

evaluating City employrees.

present

Employees

process

of

Management

No, Pct No. Fct
A. VYery fair. 1 24 0 0
B. Fair. 10 247 7 417
C. Unfair. é 134 1 &
D. WVery unfair. 3 7V 2 124
E. No evaluations are performed. 21 =) 8 7 414
Total 41 100~ 17 1007
5. Indicate which of the following best describes how you
feel about your precsent calary.
Employrees Management
No. Pct No. Fct
A. Very fair., 2 YA 1 &7
B. Fair. 29 S&% 7 41
C. Unfair. 14 237 b4 S3%
D. Very untair. 3 7 O ov
Total 43 100X 17 100%
6. Indicate which of the following best describes how you
feel about your present benefits such && retirement,
insurance, sick and annual leave, etc.

Employees

Management

No. Fct No. Pct
A. Very fair. 23 534 10 [SA
B. Fair. 1% 44% 7 41
cC. Unfair. 1 27 1] 1y
D. Very unfair. 0 o 0 0x
Total 42 1004 17 100~

a8
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7. Indicate which of the following best describes
fairly wages are distributed among employees in

department.

how
your

Employees Management

No. Pct Ng. Pct

A. Very fair. 7 174 9 245
B. Fair. 21 sS07 7 9417
C. Unfair. 1z 217 3 184
D. Very unfair. { 2 3 184
Total 42 1004 17 1004

8. Indicate which of the following best describes your

feeling of how fairly the wages & benefits of employrees in
rour department compare tc wages & benefits of employees in

other departments of the City.

Employrees Management

No. FPct No. Fct

A. Very fair. 4 104 1 &7,
B. Fair. 19 45% 8 47
C. Unfair. 18 43 é 25
D. Very unfair. 1 2% 2 124
Total 4z 1007 17 100%

== === b—+——

. Indicate which of the following best describes how
feel your current wages & benefits compare to

counterparts in cities of similar size in Montana.

Y ou
your

Employrees Management

No. Pet No.
A. Very fair. 3 8- 1
B. Fair. 21 54 10
C. Unfair. ict 334 q
D. WVery unfair. z S 0

Total 3% 1004

w
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10. Indicate which of the following best describes the
complexity of your present job.

Employees Management

No. Pct No., Pct

A. Very high. 5] 1 9% & 250

B. High. 21 47 7 417

C. Moderate. 12 28x 3 18

P. Low. 1 24 1 &Y.

E. WVery Low. i 2/ 0 o

Total 43 100% 17 1002

11. Indicate which of the following best describes the

education required to do your current job.

Employees

Management

No. Pct No. Pct

A. Less than High Schoeol. 1 2 a 0
B. High School., 23 S&% 2 12%
C. Twe Years College. 12 29 é 387
D. Bachelors Degree. 4 107 5 317
E. Graduate Degree. i 27 2 1%9%
Total 43 1007 17 100%

1Z. Indicate which of the following best describes the

amount of independence you have in

Emplorees

vour present job,

Management

Na. Pct No. Pct

A. Very high. 8 194 7 417
B. High. 18 427 4 297,
C. Moderate. 146 377 é 35~
D. Low, 1 27 0 0%
E. Very Low. 0 0~ 0 1y
Total 42 1004 17 1007

70
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13. Rank the following factors 1 through 5 in order of
their importance to you (1 being most important and S being
least important>. RaNK all FIVE ITEMS.
Employree Management
Rarmking Ranking
A. Opportunity for advancement 4 S
B. Appreciation by supervicsor S 4
€. Pay z 2
D. Job security i 3
E. Interest cof the job itself 2 1
14. Indicate which of the following best reflects your
level of trust in management (your supervisor and above).
Employrees Management
Mo, Pct No. Pct
A. Very high. 1 2 4 244
B. High. 13 3% S 27
C. Moderate. 14 3en 9 247
D. Low. 7 170 4 24%
E. Very» Low. S 124 L o
Total 4z 1007 7 100%
15. Are »you currently covered by a collective bargaining

unit agreement?

Yes

No

Don "t Know

16. Indicate
current level
A. WVery high.
B. High.

C. Moderate.
D. Low.

E. Very Low.

Reproduced with permission of the copyright owner.

which of
of effort you are putting

Emplorees Management

No. Pct No. Pct

23 53X 0 (174

18 4z 17 100

2 S 0 ox

Total 43 100X 17 1007

the following best describes the
into your job.

Employees Management

No. Pct No. Pct

12 284 8 477

19 44 é 354

10 23% 3 187

2 =y 0 0%

0 0~ 0 0~

Total 43 1007 17 1007
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THE FOLLOWING QUESTIONS ARE DESIGNED TO SURVEY YOUR OFINION

SHOULD
ONCE AGAIN,

ON HOW  THE CITY
COMFENSATION PROGRAM.

DESIGN

AND
YOou

INDIVIDUAL RESPONSES WILL BE REPORTED.

17. Should arnnual cost of living
overall compensation pacKage for city employrees?
Yes
Na
Don’ t Know
Total
12. Should longevity (seniority>
overall compensation package for City employees?
Yes
No

Doan’t know

Total

12,

your opinion on what the

increazes be a

Employrees

ADMINISTER
CAaN BE ASSURED NO

ITS

part of an

Management

Ma. Pct No. Pct
4z v 14 82
1 24 z 124

0 o~ 1 &7
43 100% 17 100

b el e

increaces be

Emplorees

——t—1

part of an

Management

No. Pct No. Pct
29 79 1z 7 &%
é 144 3 184

2 74 1 &%
43 100% 17 1002

b4

respect to wage and salary administration?

A. Pay City employees as little as
possible.

B. Pay the average salary and wages
of Cities of similar csize.

C. Pay eriough to attract and retain
qualified City employees.

D. Pay a fair and equitable wage to
all City emplorees.

E. Pay wages comparable to both

public and private organizations.

Total

7’2

Employees

p——— ——

Which of the following statements most nearly describes

City’s philosphy chould be with

Management

Noa, Pct Nec. Pct
2 VA 0 (114

2 ISYA 0 (1l

21 ) A 7 S0
13 327 é 43%

3 77 1 Ve
Tar 00 14 100%

-
s
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20, Assuming there

compensation levels, which of
should City management take.

the

is discsatisfaction

with
following

Emplorees

the

present
approaches

Mariagemen t

No. Fct No. Pct
A. Grant additional salary increases
to all employees. 7 174 0 0
B. Give department heads control cver
who should receive a salary
increase. 3 res 1 77
C. Eestablish a salary schedule and
inform employees what
compensation policy they can
expect in the future, 23 SéY 12 g0x
D. Other. (Briefly describe) 8 207 2 137
Total 41 100~ 15 100~
21, Knocwing that <salaries and wages are dependent upon
taxes, and concidering the current “Taxpayer revolt", how
should the City begin to improve present problems with

salaries and wages of City emplorvees?

Al Cut zome City emplorees and give
raices to those that remain. 4

B. Ignore the taxparer, increase
taxes, and give raises to all
employrees.

C. Hold back on calary increaces.

D. Establish a long-range and
predictable pay structure, which
lets emploryees know what they
can expect in the future. 34

o

Total 40

73

S5
1)

854

1004

Management
No. Pct

oo
O
~

15 ?a/

14 1007
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22. Rank all the following par plans 1 through 4
which »ou feel would be the most desireable for t

indicating
he City of

Bozeman. (1 being the most desireable and 4 being the least

desireable) RANK ALL FOUR.

Employees

Management

Ranking Ranking

A. Merit based system 3 Zz
B. Accroses the board increases 2 3
C. Pay based on seniority 4 4
D. Predictable pay plan and salary

schedule with compensation

guidelines,. i i
23. Indicate which of the following best reflects how
easily your performance can be meacsured, taking into

consideration the type of duties you perform.
Emplorees

Management

No. Pct No. Fct
A. The dutiecs [ perform can easily
be evaluated and rated in 14 37 4 24
comparison to mr co-workers.
B. The duties I perform carnnot be
easily evaluated and rated in
comparison to my co-workers. 25 é&17 13 -y
Total 41 1002 17 1007
74
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MERIT PAY 1S FAY BASED UFON PERFORMAMNCE. IF EMPLOYEES
PERFDRM WELL, THEY COULD RECEIVE PAY INCREASES, IF THEY
DON“T, THEY MAY RECIEVE NO INCREASE.

24. Bazed on thie definition of merit pay, circle all of
the following problems which you feel could result from
adopting merit pay in the City of Bozeman.,

Employrees Management
No. Pct Neo. Pct
A. Complaints by emplorees that the 29 &7% 14 g24

raicses are arbitrary.
B. Problems in establishing objective

criteria for evaluating employees

and awarding merit pay. 28 &5% 13 =Y
C. Problems in administering merit

pay fairly and equitably among the

various departments or divisions. 34 79 14 82
D. Creation of unnecessary problems
among emploreec, 32 747, it 5357,

E. Difficulty on the part of super-
vicsore to objectively rate, eval-
uate, and administer merit pay. 35 81 12 71

25. Indicate which of the following best describes your

attitude concerning merit pay (trinag pay to performancer.
Empliorees Manasgement
No. Fct Mo, Pct

A. 1 fully support tying par to

performance. ? 214 & 35X
B. 1 feel this approach could

cadcse problems in the

department or division. 16 377 8 477
cC. 1 am concerned that my supervisor

could not ocbjectively measure and

rate performance among employees. 135 354 2 124
D. Dorn‘t Know. 3 2 i Y4
Total 43 100% 17 100%
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COMMUNICATION:

26, Indicate which of the following best describes
feelings concerning communication between management

employrees.
Employrees

rour
and

Management

Mo, Pct No. Pct
A. There is good communication
between management and emplorees. é 147 S 297
B. Communication between management
& emplorees needs to be improved. 34 e8&~ 12 714
Total 42 1004 17 100%
27 . Circle all of the follocwing actions »ou feel could

improve communication betweern management and emplorees.

Emplorees

Management

R L= Fct Mo, Fct
A. Megular meetingz with emplorees
and management., 27 &2 14 22
E. Informal wisite by management. z9 Sé 12 71x
C. Formal wizitz by management, S 123 4 293
L. HNewsletter. 10 23 S 297
E. OQther. (Briefly explain’ 4 LA z 124
CLASSIFICATION SYSTEM:
28. Indicate which of the Ffellowing best decscribes your

involvement with the claccsification and par plan
wae done in 1¥84 and 1985 for the City of Bozeman,
Emplorees

study that

Management

No., Pct No. FPct
a. 1 provided information on my job
duties which wae uced in the
clagcsification srstem but had no
further Knowledge. 28 &7% e S0~
B. I provided information on my job
duties which wase ucsed in the
classification system and | was
aware of the purpoce of the
classification study and what
the intended outcome would be. 7 174 4 254
C. 1 had no involvement. 7 1774 4 257
Total 42 1007 14 1007
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2% . If the City implemented a classification and pay plan,
indicate how you feel your pay> would be affected.
Employees Marnagement

Mo, Pct No, Pct

A. Substantial increase in salary
and wages. 14 35 S 31

B. Slight increase in salary and
wages. 11 287 3 197
€. No change in salary and wages. 4 10 2 127
D. Reduction in salary and wages. 1 3 0 o
E. Don’t kKnow. 10 25% é 38%
Total 40 {100% 1007

— e
- ——— —

i}
o

30. Indicate how frequently you give written evaluations to
emploayees who work for you.

Marnagement

No. Pct
A At least annually. e 47,
B. At least once every two yYearec. 1 &Y.
cC. At least once every five years, 0 A
D. No evaluaticones or =eldom. 5] q 7%
17 1003

31, Rank the following factors 1 through S5 in order of

their importance to emploryees who work for you (1 being most
important and S being least important’. RaMNK _ALL  FIVE
ITEMS,

Managemsent

Ranking
A. Opportunity for advancement 4
B. Appreciation by management =]
C. Payr 1
D. Job security 3
E. Interect of the job itself 2
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32. Indicate which of the <following best reflects

how

easily you could measure performance of your employees

taking into consideration the type of duties they perform.
Management

Ne.  Pct
A. The duties they perform could easily
be evaluated and rated in compariscon
to their co-workers. 10 &7V
B. The duties they perform could not be
easily evaluated and rated in comparison
te their co-workers, S 33
1% 100
33. Indicate which of the following best reflects your
attitude concerning merit pay Ffor emplorees under >our

supervision,

Marnagement

Ne.  Fct

A. 1 fully =support merit pay, 1 could

cbjectively evaluate emplorees and

adminicster wage increases, and the

advantages of instituting merit pax

would exceed the disadvantages. é 35
E. I accept the concept of merit payr,

but it would be extremely difficult

tc objectively evaluate and compare

the various workers under my sSupervision. & 354
C. Merit pay would cause more problems than

it is worth,. 3 297
D. Other. (Explain). 0 0%

17 1007

34. Should the administration have the ability to grant
addi tional csalary increases for outstanding employree

performance?

Management

No.
Yes 12
No S
17
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35. If the City implemented a classification and pay plan,
indicate how you feel pay of the employees who work for you
would be affected.
Mansgement
Noe.  Pct
A. Substantial increacse in salary and wages, z 124
B. Slight increase in salary and wages. & 34U
€C. No change in salary and wages, 2 1274
D. Reduction in salary and wages. 0 (A
E. Don‘t Know, 4 247
17 1607

EMPLOYEE TURNOVEFR:

36. Do you fee there ies unnecessary ~ unwanted employree
turnover 1n your department?

Management

No. Fct

Yes 3 =y
Ne 14 ezn
Don’t kncw. 0 0%
17 1007

37. Indicate which of the following becst describes the

level of turnover you have had in your department ower the
last three years?
Marnagement

Ng . Fct

Aa. WVerh high. 2 124
E. High. z 124
C. Moderate. 1 YA
. Low. 4 z24>
E. Very low. 8 47%
100%

N~
N~
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38. Rarnk all of the following factors in recpect to the

degree of influence each has had in causing employee
turnover in your department. (1 being most important and 4

being least important). RA&NK ALL FOUR.

. Low morale

. Lack of advancement

« Low pay

. Poor working conditicnes
. Job security

monodD

EMPLOYEE PROMOTIOMS:

Maragement
RankKing

A~ N W

3%, Does the City have adequate gquidelines reflecting the

criteria and philosphy for emploree promoticons?

Yes
NG
Don t Know

RECRUITING:

Management

No. Fct
2 1 2%
12 71
K] 15%
7 100

40, Do »ou have recruiting praoblems in your department due

to the present pay rates of the City?

Yes
No
Don“t Know

g0
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