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Just Wages
Our incomes are like our shoes,

if too small,
they gall and pinch us;

but if too large they cause us
to stumble and trip.

Charles Colton (English Clergyman, 1822)

Presenter
Presentation Notes
Minnesota Minimum Wage Legislation
Context:
 
 Let’s start off with the topic of compensation, and I would like give you one my all time favorite quote on pay 
Introduction: One of my all time favorite quotes on wages comes from a 19th century English Clergyman by the name of Charles Colton.  He stated:
2. Read Quote:  
3. Comment: Reveals a very simply truth: Wages, like most things in life can be either excessive or defective.   A market wage doesn’t give it any magical status as to its moral worth. 
 We have seen plenty of excess in the stumbling and tripping of certain executive salaries, 
 We can also paying people too much with little accountability, generating a great deal of entitlement—unions, tenured professors, etc. 
 We also see the defect in the galling and pinching of sub-living wages, especially among those who are unskilled and uneducated.   
One can also underpay pay people with great talents, abilities and potential, where we fail to retain them. E.g., Bill Cavanaugh—people take them. 


Transition: Summary of Talk
 



Distributors of Justice

Living, Equitable and Sustainable Wages

A Tribute to Ruby 

Law School
November 26, 2013

Presenter
Presentation Notes
A Story: Ruby  —see Fr. Al Barrara’s article on Sedeq in O.T., very helpful on justice, pp16 in Finn’s The True wealth of Nations

Introduction:  In order to get at this question of just wages and the businessperson as a “distributor of justice,”  I want to talk about four things:
Story of Ruby:  First, I want to ground my talk in the concreteness of a particular story, which will explain why this talk is a tribute to Ruby.
Three Moral Convictions to Wages: Second, I want to explain the 3 moral convictions that inform the multifaceted dimension of a Just Wage.  Those convictions are need, contribution and economic order, which defines a just wage as  liveable, equitable and sustainable. Without one of these you do not have a just wage. 
Case Study: Third, I will provide a case of a manufacturing firm in Minnesota that manifests these principles better than any other company I have seen.   
Conclusion
Discussion:  Fourth, to see whether any of these ideas can be engaged with understanding and issues you are dealing with over compensation  

STORY of Ruby
Ruby:  I want to tell the story of Ruby’s pinching, which I hope will keep our discussion grounded.
Mom:  15 years ago my mother died of cancer at the age of 68. While it was a good death and profound experience for my family, it was also a very difficult time.  There were two institutions that supported us and helped us as a family: the church, and in particularly our pastor from the local parish, and the medical profession, in particular, Little Company of Mary Hospital on the South-side of Chicago.   While there were several people from the hospital that assisted us through this difficult event, a woman by the name of Ruby stands out. 
Ruby was the hospice nurse’s aid who helped take care of my mother in the final two weeks of her life in our home.  She was an African American Baptist woman, who brought a tremendous amount of joy and consolation to my mother, who was a traditional Irish Catholic from County Offaly in Ireland. Ruby came in three days a week to physically care for my mother: bathing her, changing the bed, messaging her ailing body, and lifting the spirits of a dying woman.
Ruby was a natural, both in terms of how she physically took care of my mother as well as how she spiritually engaged her on her impending death. We would often hear them laughing together, sharing stories of their children and talking about the Lord in their lives.  Ecumenism was alive and well in that room. While they would not have made much progress on doctrinal unity, they witnessed a profound spiritual union. Ruby’s work  was a great gift to our family.
Yet, Ruby was not well-paid.  As a nurse’s aid for hospice work, she was one of lowest paid people in the health care industry.  As a single mother with a couple of children, life was not easy for Ruby, and her wages, despite her good work, were pinching and galling.

The question is whether Ruby was justly paid, and if not what is the nature of the injustice?  From a market and from a legal perspective, the question is relatively clear.  
 
Logic of the Market: The buying and selling of labor is the same as the buying and selling of any other good or service (such as soy beans), with its price being determined by the interaction of supply and demand. Ruby’s unskilled labor, in great supply, puts her in a labor market that places downward pressures on the price of her labor in order to alleviate a surplus (establishing the equilibrium market clearing price).   From a market perspective, Ruby’s galling and pinching is of little concern here; what is of concern is whether Ruby and the hospital are able to freely contract in maximizing their self-interest. 
 The assumption is that when markets are operating at equilibrium the exchange between labor given and wage remunerated is equivalent. �
 Logic of the Contract: voluntary contract between two parties (communicative justice) who agree upon an equivalence of Exchange; 
"free consent of the parties, so that the employer, having paid what was agreed upon, has done his part and seemingly is not called upon to do anything beyond” (JP, CA)�
7. The question, however, is do these 2 logics Exhaust the Relationship between Ruby and the Hospital?

 



The Logic of Justice
Relationship between Ruby and the Hospital

Justice

Right 
Relationship

Presenter
Presentation Notes
Comment on Slide:  

Introduction:  When we speak about a just wage versus a market or contractual wage, we need to get at the underlying logic of justice, thus the logic of justice.

What do we mean by “justice”?
Tradition:   Here we have to be clear that when speaks of a tradition of justice.  Alasdair MacIntyre speaks about different traditions of Justice.  
Focus on the Thomistic or Catholic social tradition view of Justice
At its center is “right relationships” that generate community  NOT rights that simply protects autonomy.
THUS, the first insight from this tradition is that wages are an opportunity for a REAL RELATIONSHIP. So in order to determine whether Ruby is paid justly within the Judeo-Christian tradition, we need to examine very carefully not only what is exchanged between Ruby and the hospital, but what is the relationship that has been established between Ruby and the Hospital. 

Transition to Central Insight:  At the heart of this relationship is a insight that we need to ponder.



 



The Wage Relationship
(not  just an exchange)

• Relational Insight: In order for there to be a “right 
relationship” between employee and employer, both 
need to recognize that work can never be reduced to 
or exhausted by the pay given. The wage given can 
never fully account for the labor done, precisely 
because work is always “more” than its economic 
output or instrumental value. 

Presenter
Presentation Notes
Introduction: A wage relationship understood in terms of� justice is not simply an exchange informed by a market and a� contract �(it is this), but it is part of (and only a part of), a relationship.�
READ Insight from Slide: In order for there to be a “right relationship” between employee and employer, both need to recognize that work can never be reduced to or exhausted by the pay given.  The wage given can never fully account for the labor done, precisely because work is always “more” than its economic output or instrumental value. �
3. Comment on Slide:
Experience: Apply to Ruby: 
 What if Ruby decided to work according to the money she was given.  “Hospital gives me little pay, I will give minimal service.”  Work is simply an exchange for money. 
 What if the hospital decided to limit its responsibility to Ruby to the pay given.  “We pay according to the market, nothing more nothing less.”   
 This exchange mentality (logics of market and contract) fails to see the real work being done.
 Relationship not an Exchange:  This is why it is better to avoid speaking of wage as primarily an exchange as one finds in economics and business, and to speak of pay instead as part of a work relationship between employer and employee, a relationship that when it is in right order can serve to strengthen a community of work.

B. Lack of Equivalency (ncommensurability):  The wage given cannot fully account for the labor done because of 2 reasons:�
 Phenomenoligcal Insight: The Subjective Dimension of Work:
 When I see work, I have to see what it is doing to the person, not simply what is being paid for the output—this is why an understanding of work as simply an expression of income is inadequate, precisely because it fails to see what is really going on. 
Anti-Commoditization of Labor—that price alone cannot exhaust our understanding of work.  Once labor is simply a commodity determined by supply and demand, the person is then instrumentalized and the relationship is corrupted. 
 Caveny’s insight:  Lawyers and dominance of the billable hour. 

 Theological Insight:  Work is a Gift Given, and gifts, properly understood, cannot be exhausted by the price paid.  All work is a gift (presentation on Vocation)
 This goes back to Eistien’s point—not everything that can be counted, counts, and not everything that counts can be counted. �
Transition: So what are the implications of this INSIGHT?
Ordering of Logics: This logic of justice does not do a way with the logic of market or the logic of the contract, but it will limit these logics with 3 convictions of a Just Wage.


Extra:
Equivalence of Value:  In fact, if the market is governed solely by the principle of the equivalence in value of exchanged goods, it cannot produce the social cohesion that it requires in order to function well. Without internal forms of solidarity and mutual trust, the market cannot completely fulfil its proper economic function. And today it is this trust which has ceased to exist, and the loss of trust is a grave loss.” (Civ, 35)   This “relationship” is then colored by certain principles which provide what we call “bonds of communions” (relate back to theology of institutions, community of persons and common good in last talk)—that is, what carries a “just” relationship when we pay people
Read Pieper, pp 45-47


Example of Remuneration: In discussions concerning labor markets, the assumption is that when markets are operating at equilibrium the exchange between labor given and wage remunerated is equivalent.  There is an objective criterion of supply and demand that provides the status of what is called equilibrium (subliving and superstar wages are legitimate so long as they are market wages).  What Pieper is arguing, and what the subjective dimension of work makes clear, is that pay is actually incommensurable with the work done, that is, pay can never exhaust the work done, since something more is happening in the exchange between the wage and the work.  There is subjective change occurring in the work, which both the employer and the employee need to take heed of.  As Pieper explains, the fundamental theological insight of the social doctrine of Christianity on what characterizes a just wage is the following: work can never be reduced to the pay given, that is, the wage given can never fully account for the labor done, precisely because work is always more than its economic output or instrumental value.  In Pieper’ words, “an incommensurability exists between performance [work] and recompense [pay], and that the performance cannot ‘really’ be recompensed.”  The objective achievements and accomplishments cannot exhaust the meaning of the action.  Work is always more than shareholder value, market value, etc. This “something more” can be described in terms of its subjective dimension—work not only changes objects, but it also changes the subject who does the work —and its transcendent dimension—through our work, we participate in the ongoing work of the Creator.




Three Convictions of a
Just Wage  

Right 
Relationship

Justice
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Convictions

Presenter
Presentation Notes
II. Three Convictions of a Just Wage from the Catholic Social Tradition:  
�What this Christian insight tells us is that the market wage does not satisfy justice.  We need more than simply markets to understand wages.  While the gives us signals of what price we should give for a particular kind of work, it does not exhaust its meaning.  We need to come to a market with convictions.  They are need, contribution and order.


 



The Conviction of Need
and a Living Wage

•A living wage is the minimum amount due to every 
independent wage earner by the mere fact that he is a 
human being with a life to maintain and a personality 
to develop.

•A wage that fails to meet the needs of an employee (in 
particular a full-time adult) is a wage that will struggle 
to carry the weight of a real relationship and 
community of persons. 

Presenter
Presentation Notes
The Principle of Need and a Living Wage:  
Read:  A living wage, then, is the minimum amount due to every independent wage earner by the mere fact that he is a human being with a life to maintain and a personality to develop.  
Read Bullet #2: A wage that fails to meet the needs of an employee (in particular a full-time adult) is a wage that will struggle to carry the weight of a real relationship.  
Employees Surrender their Time: In order for this relationship to flourish, an employer must recognize that employees "surrender" their time and energy and so cannot use it for another purpose.  
 
Transition: 
A major concern of the Church’s social teachings is “The disproportionate distribution of wealth and poverty and the existence of some countries and continents that are developed and of others that are not call for a leveling out and for a search for ways to ensure just development for all.” (LE, ?)  
Global Income Distribution—Work to do
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Fact: Global Distribution of INCOME is extremely uneven—when the bottom 60% of the population approximately 5% of the income, and many of those are earning $1-3 a day, we have not down a great job in terms of our conviction of need.    

2.  Why are we in this situation and how can we do better are enormous and complicated answers. 
 Difficulty is what to do about it: while globalized free market creates greater amounts of wealth, and that wealth will overall decrease absolute poverty, it increases relative inequality.   
Concern of creating a Significant Fracture in terms of CLASS Conflict and World Conflict

3. A deep sense that we can do better at income distribution
Productive Capital: Not only do the top 1% of Americans own more productive capital than the bottom 90% combined, money power and ownership and control over ever-expanding capital assets widens the gap and concentrates economic power mainly in the top 1/10th of 1%. 






•An equitable wage is the contribution of an 
employee's productivity and effort within the 
context of the existing amount of profits and 
resources of the organization.

The Conviction of Contribution
and an Equitable Wage

Presenter
Presentation Notes
2. The Principle of Contribution and an Equitable Wage: 
 Read: An equitable wage, then, is the contribution of an employee's productivity and effort within the context of the existing amount of profits and resources of the organization. 

Comment: 
 Necessary but Insufficient:  While the principle of need is necessary for determining a just wage, alone it is insufficient, since it only accounts for the consumptive needs of employees and does not factor in their productive contributions to the enterprise. In other words, a living wage, while a minimum floor, is not necessarily an equitable wage. To honor someone in the wage relationship is to recognize her talents and efforts. 

 We are not All Above Average:  Because of effort and sacrifice as well as skill, education, experience, scarcity of talent, and decision-making ability, some employees contribute more to the organization than others, and are "due" more pay. 

As Aquinas noted over 700 years ago, it is a failure of justice when workers are paid the same wages for unequal work, or unequal wages for equal work. 


Pope Story: I have to tell you that the pope himself runs into this problem of contribution and equity all the time and how some people contribute more to organization than others. A journalist once asked him how many people worked at the Vatican: He paused,  and said ABOUT HALF. 



Presenter
Presentation Notes
CEO pay compared to others.

Leadership Matters: most people agree that leaders should be paid more than others in an organization .
The Question is how much more? And on what basis? 
Pay Ratios: Is 42 times more than the average worker  right, or is 525 right? 
Ben and Jerry’s”: 5-1 to 7-1, to 10 to 1 then dropped
Herman Miller: approximately 20-1
Whole Foods: 19 times (this is salary, not stock options and pension benefits)
Dodd Frank Bill: now you have to report it. 
Most people don’t have a number, but to go back to our opening quote, can it be too much or too little.
Basis: 
Bonuses:  reward everyone as well as recognize the talent and sacrifices of leaders.  
Equity Ratio as Guide
Be on Guard of  Disordering Character of Incentives


Challenge of Incentives—of driving people to excel vs freeing them to do a go job; difference between incentive and reward; see Goodpaster here on incentives

Incentives vs Rewards
Incenctives Driving Behaviors: 


Internal (cultural and identity issues) and External (competive and attracting and retaining talent) Pay Equity:

STANFORD GRADUATE SCHOOL OF BUSINESS—Offering financial incentives to motivate employees and executives has been a common management practice for decades. Car salesmen get higher commissions for selling more automobiles. Teachers get bonuses when their students score higher on standardized tests. Executives get generous stock options for boosting the company’s stock price.
Professor Jeffrey Pfeffer of the Stanford Graduate School of Business warns that using monetary incentives can backfire, especially if they are offered mainly to influence behavior.
“Incentives should be used not to drive behavior but instead to provide recognition and to share the company’s success with its employees,” he writes in the July/August 2007 issue of The Conference Board Review. “There are, unfortunately, few shortcuts in leadership—and using financial incentives to fix companies isn’t one of them.”
The article is based on a chapter in Pfeffer’s latest book, What Were They Thinking?: Unconventional Wisdom About Management, Harvard Business School Press, 2007. 
Pfeffer, who is the Thomas D. Dee II Professor of Organizational Behavior, writes that increasingly companies and organizations have been using individual incentive pay—including sales commissions—to inspire employees to be more productive or efficient. 

Jeffrey Pfeffer cites a report by Hewitt Associates, the compensation and human resources consultancy, which said the percentage of companies participating in its salary survey that offered at least one plan that tied pay to performance jumped from 51 percent in 1991 to 77 percent in 2003. Pfeffer said organizations use incentive pay based on the belief “that if employees were just compensated appropriately, virtually every organizational and management problem could be solved.” However, that view can be misguided, he adds.
 
Pfeffer also cited the experience of the city of Albuquerque where officials, hoping to slash overtime costs in garbage collection, began paying truck crews for eight hours of work no matter how long it took them to complete their routes. The city hoped the new policy would encourage the workers to finish the job quickly. Instead, some crews cut corners—missing pick-ups; speeding, which caused accidents; or driving to the dump with overloaded trucks, which led to fines.
The controversial practice of awarding stock option grants to top executives has also been problematic, Pfeffer writes. “There is evidence that the higher the option grants to senior executives, the more likely it is that their companies will have to subsequently restate their financial statements.” Corporations and organizations should not assume that their employees and members are motivated primarily by money, he writes. Financial incentives can play a role, but the key is still to build a supportive culture in an organization.

Rewards not Incentives?: “You want rewards to be large enough to be noticed, and you want to use them to provide an occasion for celebration and recognition, to let the group come together and share successes and enjoy each other’s companionship,” Pfeffer writes. “But you certainly don’t want to make the incentives so large that they begin to drive, and thereby distort, behavior.”
However, Pfeffer laments that many corporations and organizations have come to rely too heavily on financial rewards.
 
By LESLIE KWOH  How do you think your salary stacks up compared to your CEO's? Are you paid fairly for the work you do? 

The so-called internal pay equity provision, passed as part of the July 2010 Dodd-Frank package of financial reforms, is intended to expose the income disparity within public companies and help investors better evaluate the firms.

The Securities and Exchange Commission has yet to issue proposed rules, though its tentative deadline is the end of this month, with the aim of adopting the rule by the end of the year. Since the bill's passage, the SEC has received more than 200 letters about the internal pay equity provision.

Companies say they have a rough sense of their internal pay ratios, but they argue that their global workforces and varied payroll systems make calculating the median cumbersome, if not virtually impossible. What's more, they say, disclosing pay ratios would make them easy targets for CEO-pay critics.

"The ratio is not going to be a meaningful way to help investors but will be used as a political tool to attack companies," says David Hirschmann, president of the U.S. Chamber of Commerce's Center for Capital Markets, which opposes the measure.�
Consulting-firm Accenture ACN +6.11%PLC says that figuring out the median among its 246,000 employees across 120 countries and various payroll systems would be expensive and slow. "The amount of work to calculate the ratio would be really quite incredible," says Jill Smart, chief human resources officer for Accenture. The U.S Chamber of Commerce, American Insurance Association and National Retail Federation have expressed similar concerns to the SEC on behalf of members.

But companies whose boards already constrain the ratio between the CEO's salary and that of the average worker say the task isn't so complex.  "It doesn't take months and months and millions of dollars to calculate this. It's a relatively straightforward process that takes a few days," says Mark Ehrnstein, a vice president at Whole Foods Market Inc., WFM +1.68%which instituted an executive salary cap a decade ago.

Whole Foods keeps a database that tracks each worker's salary and bonus to ensure that no employee makes more than 19 times the average. That means the typical full-time worker earned about $38,000 last year, and no one earned more than $721,000. But the cap doesn't factor in stock options or pension benefits, which would be required under the proposed rule, and it considers average, rather than median, salaries. A small number of other firms, including financial-services firm MBIA Inc. MBI +2.27%and Bank of South Carolina Corp., provide executive pay figures and average or median employee pay in their proxy filings.

"It's embarrassing that they pay their CEO 500 times what they pay their typical worker, especially if the company's performance has been mediocre," says New Jersey Sen. Robert Menendez, the provision's author.  Total direct compensation for 248 CEOs at public companies rose 2.8% last year, to a median of $10.3 million, according to an analysis by The Wall Street Journal and Hay Group. A separate AFL-CIO analysis of CEO pay across a broad sample of S&P 500 firms showed the average CEO earned 380 times more than the typical U.S. worker. In 1980, that multiple was 42.
Wide gaps in pay can affect employee morale, productivity and turnover, several studies have found. In the 1980s, management guru Peter Drucker advocated capping the ratio of CEO pay to average worker pay at 20 to 1. Beyond that, resentment creeps in, according to the think tank Drucker Institute. In 2010, a joint study by Northeastern University's business school and Bentley University found that employee productivity decreases as the disparity between CEO and worker pay increases.
"High disparity devalues the work of rank-and-file employees," says Brandon Rees, deputy director of the AFL-CIO's office of investment. "It creates the perception that the CEO is creating all the value for an organization."
Either way, experts say, the provision is unlikely to change salaries for rank-and-file workers, even as it gives them cause for resentment.
"I don't see companies giving everyone a raise just to change a pay ratio" or making significant cuts in CEO pay, says Ted Buyniski, a partner at Radford, a compensation consulting unit of Aon Hewitt. "At the end of the day, people are still going to get paid what the market will give them."
Write to Leslie Kwoh at leslie.kwoh@wsj.com 
A version of this article appeared June 27, 2012, on page B8 in the U.S. edition of The Wall Street Journal, with the headline: Firms Resist New Pay-Equity Rules.

Description of Stock Options: One sees this phenomenon even more clearly with CEOs and how stock options are structured.  Stock options provide an employee a certain  number of shares of the company's stock during a particular set time in the future and at a set price.   The incentive behind stock options is that the employees and in particular the CEO will work toward increasing the stock price so as to cash in on the difference, which will serve the shareholders by maximizing their returns.  

Lopsided Allocation of Stock Options: One of the principal reasons why CEOs and senior executives are making 300-500 times more than their average employees is stock options that are allocated to a small minority of managers.  John Mackey, CEO of Whole Foods, pointed out that most of the large companies within the US distribute “75% of their total stock options to only 5 top executives.” This lopsided distribution sends a signal that these executives are the principal players of success, which when accompanied by options that are worth millions, reduces the value of their work to price.  These pressures and temptations of such huge sums of money of which an executive works under are so significant that it would take an unusual person, one who is spiritually grounded and morally developed, to resist the conclusion that the person’s pay does not equate with his or her work.  And if such a person was in such a position, he or see would see the injustice of such a lop-sided reward system and would redistribute the stock options the way Mackey did. At Whole Foods, such options are distributed much differently.  Top 16 executives have received 7% of all the options grandte while the other 93% of the options have been distirbuted throughout the whole company. 
 



The Conviction of Economic Order 
and a Sustainable Wage

•A sustainable wage is the organization’s 
ability to pay wages that is sustainable for 
the economic health of the organization as a 
whole.

Presenter
Presentation Notes
The Principle of Economic Order and a Sustainable Wage. 
 A sustainable wage, then, is the organization’s ability to pay wages that is sustainable for the economic health of the organization as a whole. 

Comment:
Not only Income but a Cost:  Pay is not only income for the worker, it is also a cost to the employer, which has a significant impact on the economic order of the organization.  
Ecology of Wages: Without the foresight of how a living and equitable wage will affect the economic order of an organization, a just wage becomes a high sounding moralism that is impractical. 
Practical Wisdom: the ought of justice must be married to the can (effective means) of prudence. 
You cannot have justice without practical wisdom:
Aquinas 700 years ago stated that justice without prudence leads not to Virtue, but 
A wage that is living and equitable but not sustainable is not a Just Wage, but to a Stupid Wage
In the Middle Ages, they built the great Cathedrals, Charte, 


Transition:  Tensions of maintaining all three
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1. Three Convictions or Bottom Lines to a Just Wage: These principles, as well as the fundamental insight of justice, will help a manager to realize that there are at least “three bottom lines” to a just wage needs of all employees the different contributions of each of the employees (internal equity and external equity), and  the economic order of the organization.

2. Tensions: The manager of a company will often find these principles in tension with each other and will be tempted to emphasize one or two but ignore a third.  


Transition:  Case from the America Article—a quick summary. 
 
 




Reell Case

• Market Wage:
$7 an hour, $14,000 a year

• Living Wage: 
$11 an hour, $22,500 a year

• Gap: 
How to make up the difference?

Presenter
Presentation Notes
Introduction:  The company I want to talk about is Reell Precision Manufacturing in St. Paul, Minnesota. It is a producer of hi-tech clutches and hinges for the office machine and computer industries.  The company operates on the practical application of Judeo-Christian values for the “growth of people.”   Based on its mission, Reell believes that all its workers should at least be paid a “living wage” or what they call a “target wage.”  But because they operate within a market system, they are faced with the following situation:

Market Wage: The actual market wage or “sustainable wage” for assemblers in the company was $7/hour ($14,000/year).

Living Wage: In 1996 their estimate of a living wage in St. Paul was $11/ hour ($22,000/year).

Gap: How to make up the difference?:  The $4 discrepancy between a living wage and a sustainable wage was a tension between two principles operating in the company: the principle of need and the principle of economic order. 

Dilemma: 
Customer will not pay for a Living Wage:  While the management of Reell desired to pay its employees not only their market worth, but also the worth of who they are (persons made in the image of God who deserve at least a minimum of need), management was all too aware that customers would only pay for the “instrumental value” of work.
Competitive Disadvantage:  If Reell would pay $11/ hour to its employees while competitors paid $7, Reell’s cost disadvantage would increase their likelihood of losing customers. Realizing that the ought of a living wage always implies the can of a sustainable wage, the company had to seriously rethink how it was doing business and act creatively.



A Response

•Living Wage and Distributors of Justice
•Target Wage:  

•Equitable Wage and the Principle of 
Subsidiarity
•Redesigning Work: Teach, Equip, Trust

•Sustainable Wage and Prudential Judgment
•Labor Rates vs Labor Costs:

Presenter
Presentation Notes
This rethinking took on several dimensions. 

Living Wages: 
Distributors of Justice (relationships) and not only Market Technicians):  First, Reell’s management resisted capitulating their responsibilities to the mechanical force of labor markets.  They saw themselves as moral agents, as distributors of justice, in the market place and not as mere market technicians.
Moral not just Instrumental Rationality:  Nor were they simply working toward a “target wage” because they thought it would “attract and retain” employees who would make the company more money. Nonetheless, Reell’s management enhanced morale by showing employees their commitment to establishing “right relationships,” that is, concern for their need.  

2. Equitable Wage and the Principle of Subsidiarity �
A New way of Working: Expand one’s work, teach and equip and trust not just delegate:  What concretely enabled REELL to pay a living wage was a whole new way of doing work at the company. 
From CDC to TET:  Reell redesigned their assembly-line from a Command-Direct-Control style management (CDC) where management and engineers made all the decisions concerning the conception of the assembly area, to a Teach-Equip-Trust (TET) style management where employees were taught inspection procedures, equipped with quality instruments and trusted to do things right on their own assembly-line.  Employees decreased set-up times for new products, reduced the need for quality inspection, increased overall quality and required less supervision.  
More Humane Work: By reducing these costs, the company not only was able to pay a living wage, but also created more humane work.  Reell’s management began to live the principle of “subsidiarity,”  by pushing responsibility and authority to the lowest possible level, which tapped the talents of employees, providing them the resources to pay a living wage.
British Engineer: work as if people were robots. 
Using $7 of talent vs using $11

3. Sustainable Wage and Prudential Judgment: 
 Moral Ecology of Wages: Reell’s management realized that every action has a reaction and that raising wage levels without changing the work process would have serious consequences on their cost structure. 
 Labor Rates Increase and Labor Costs Decrease:  So in order to raise labor rates to pay a living wage, they would have to reduce their overall total costs.  They eventually saw that low wages were merely a symptom of a much large problem of how the company worked. When work is designed to use $7 of talent, it is difficult to pay people anything more than that amount.  
 Practical Wisdom:  Prudence dictated that the living or target wage could not come automatically. The reason the company called it a target wage was that it was something it worked toward. When an employee is hired with no experience and no skills, the company pays the worker the market rate ($7/hour or whatever it is at the time), but then makes a commitment to move that employee to the target or living wage ($11/hour) through training and skill development. So as employees learn the skills and gain experience, which Reell provides, their pay goes up accordingly.  

Transition: Key is Culture—gives freedom to act. 

Extra: Catholic social teaching does not hold Reell (or any firm) responsible to pay employees in excess of a sustainable wage (a wage consistent with the sound financial management of the firm), even if that wage falls below a living wage.  To do so would unjustly place Reell—and all the firm’s employees—at risk of economic failure. In a market economy no firm can be obligated to pay without regard to labor costs’ effect on its competitive position, since that would amount to the imprudent choice of self-defeating means. Nevertheless, Reell does have an obligation in justice to create right relationships with employees to work toward a living wage. This is why Reell can pay less than a living wage so long as it is working toward correcting the situation through some set of means such as training and skill development.
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ORGANIZATIONAL ULTURE:  What Enabled Reell to begin to Change its way of doing its Compensation was a Culture that foster a whole set of values that gave people the freedome to act

Values such as Participation, Transperancy, Equity and Ownership:
This values creates the Relationships that allow people to Trust each other;
And they people are Able to capitalize on opportunities to turn technical problems into human improvements:


3. Of course, this is never as neat as it sounds—not always perfect, full of tensions in implementation, 
 Some employees expect raises and to be moved to the Target wage—entitlements
 Recruiting Top Talent—greater internal equity but concerns over external equity.

 



Recap
• A Just Wage is not only an Exchange or a 

Contract, but it is part of a Relationship.

• Because it is a relationship, the price of the 
wage does not exhaust the work that is done.

• This relationship when it is guided by the three 
convictions of need, contribution and order, 
should create a stronger community at work that 
will be more mission driven and identity 
focused.
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Read:

Transition to Small Group

Intro: Vanier when we speak of wealth distribution, we are talking about making more people included in the system, but from a Christian perspective, vs a stakeholderholder perspective, or union perspective, the inclusion has to always be deeper.   What we are getting at is not just a calculus of distributing the pie right, but in distributing the pie we are carrying the weight of a real relationship that builds up a community of work. 

Handout of Vanier’s quote found in MAIFM matter on wages
Summary Points of CST on Wages:  points on contrract and the limits of wealth distribution
Not only an Exchange or Contract: In discussions concerning labor markets, the assumption is that when markets are operating at equilibrium the exchange between labor given and wage remunerated is equivalent.   The contract for this exchange indicates that if an employer pays the specified wage and the employee has given the specified work, a fair exchange has been made and there is no other obligation necessary.  We call this the wage contract.  Yet, what the subjective dimension of work tells us is that pay is incommensurable with the work done, precisely because work impacts and changes the kind of person I am becoming.  That is, something else is going on in the exchange besides pay.  Pay can never exhaust the work done.  This is why back in 1931, Pius XI encouraged modifying the wage contract to a contract of partnership, so that “wage-earners are made sharers in some sort in the ownership, or the management, or the profits” (Quadragesimo anno, 65).  In other words, thicken the relationship between employee and employer. 
Not only redistribution of wealth:  Pope John XXIII argued in 1961: “Justice is to be observed not merely in the distribution of wealth, but also in regard to the conditions under which men engaged in productive activity have an opportunity to assume responsibility and to perfect themselves by their efforts [relationships]. Consequently, if the organization and structure of economic life be such that the human dignity of workers is compromised, or their sense of responsibility is weakened, or their freedom of action is removed, then we judge such an economic order to be unjust, even though it produces a vast amount of goods whose distribution conforms to the norms of justice and equity.” 
 






Possibilities Forward
• Living Wage Policy:
 Target Wage : distance between a market wage and a living 

wage—developing associates skill level and contribution.
 Index Benefits to Salary: make benefits more affordable to 

lower paid employees or create a solidarity fund for unusual 
situations that lower paid employees face. 

• Equitable Wage (variable Pay):
 Bonuses:  reward everyone as well as recognize the talent and 

sacrifices of leaders in the organization.  
Equity Ratio as Guide
Employee Ownership
Be on Guard of  Disordering Incentives

• Sustainable Wage
Percentage of labor cost to business

Presenter
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Read
Show Picture of what a Just Wage looks like—
Justice: just relationship 
3 Principles or convictions of the relationship: 
Organizational Culture—creating the conditions that make those convictions more possible
Programs to instantiate a just wage.


Transition: Fr. Griffith wanted me to say something about Minimum Wage. 



Indirect and Direct Employer

Direct Employer: the one who pays the wages
Indirect Employer: Indirect employers include 

institutions and persons such as the state, unions, 
community groups, and any other intermediary group in 
the community that can have some effect on 
compensation.  The most obvious and influential indirect 
employer is the state.
Examples of Indirect Employers: Minimum Wage, 

Collective Bargaining, Living Wage Campaigns, 
Boycotts, etc. 
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Key Question—is a hight minimum wage the best way to help people �achieve a living and ultimately just wage?

Context: 
For a Catholic, one’s first preferences is the poor, not the Market—Preferential Option for the Poor, not a preferential for the market. 
Market Ideology:  If I believed in God as much as they believe . . . 
Consumer and Investor Economy—price and wages; 
Increasing Inequality
Gini Coefficient Ratio measuring inequality—
Creating an Increasing Distance between Poor and Rich—culturally and economically
Charles Murray—Coming Apart
What strategies are best to help the Poor?
Stable Family—of a mother and father who have low conflict
Religion
Education
Unions: 
State Policies: 
Minimum Wages: 
Service section—will not be shipped off shore, but could be automated.
Law makes it that no one is at a competitive disadvantage
Earned Income Tax Credit—targeted to the poor
Some argue that the Minimum wage in inefficient. 
The same income support could be provided at a quarter of the cost with the EITC
Second, its benefits are poorly targeted, with little going to the neediest families,  This is in part because many minimum-wage workers are actually teenagers entering the workforce who come from middle-class families.

Two Tier—
Costco and Sam’s Club: 
Starbucks—health care benefits  Howard Schultz

For, A higher minimum wage: Democrats argue that minimum wages �legislation would support low-wage workers by reducing income inequality and stimulating the economy. With an increasing distance in wage inequality, this is a good thing.  
A study by the Federal Reserve Bank of Chicago did find that it would increase consumption: For every $1 increase in the minimum wage, households with minimum-wage workers increased spending by $800 per year. Almost all of these gains, however, come from the interaction of income redistribution with savings rates. Since high-income households save more of their income than low-income households, income redistribution tends to shift savings into consumption. That has ambiguous effects on economic growth.
Some argue that increasing the minimum wage would increase unemployment. A higher binding price floor on labor, Republicans reason from the economic basics, will increase the amount of labor that goes unused.  The problem with this argument is that it proceeds in almost complete ignorance of empirical analyses that find small, if any, impacts of the minimum wage on employment. The most important work on this topic comes from two pairs of economists: David Card with Alan Krueger, and David Neumark with William Wascher. Card and Krueger find no employment impacts, whereas Neumark and Wascher find significant but limited effects.
Why? Fast Food, Janitorial, maids, etc.—can’t ship these jobs out—they will eventually can be automated.
studies showing that raising the minimum wage would increase what economists call aggregate demand, resulting in faster economic growth. A higher minimum wage would also mean a reduced need for government services such as food stamps and Medicaid, which I, and others, have shown are a form of subsidy for low-wage employers such as Walmart and McDonald’s.
The facts show that wages are down because of government policies. Chief among these is the devastation of unions, which increased employer power. As unionization slid, so did wages.
Against a Higher Minimum Wage: 
What is the best Mechanism to Address a Living Wage?: EITC or Minimum Wage. Arguments in increasing the minimum wage have a fundamental flaw: They restrict the set of policy choices to either a minimum wage increase or doing nothing. That means they overlook the single most important federal policy for the poor: the Earned Income Tax Credit.  The EITC is a measure in the federal tax code to support the living standards of the poor without creating a "welfare trap" by diminishing the incentive to work. Economists widely consider the credit a success for reducing poverty while increasing employment. Created in 1975, the credit has been successively expanded in five times since. It is now the nation's largest anti-poverty transfer program
Democrats who want to address income inequality would be much better served by increasing the EITC rather than the minimum wage. Alternatively, if Republicans shifted strategy and suggested an increase in the EITC as a counteroffer to Democratic minimum-wage proposals, they would have the clearly stronger argument on merits. They have the opportunity to do so now, with the "fiscal cliff" deal only temporarily extending the 2001 and 2009 expansions of the credit. Republicans could correctly argue that compared to the EITC, the minimum wage is a flawed and frankly out-of-date policy tool. 
First, the minimum wage is inefficient: The same income support could be provided at a quarter of the cost with the EITC, according to Forbes's Adam Ozimek. 
Second, its benefits are poorly targeted, with little going to the neediest families, according to Employment Policies Institute fellow Michael Saltsman. This is in part because, as Bureau of Labor Statistics data show, many minimum-wage workers are actually teenagers entering the workforce who come from middle-class families.

Although supporting the EITC in opposition to the minimum wage may seem like a change of argument for the Republicans, it would actually be a return to the case that conservatives and free-marketers once argued. George J. Stigler, the Nobel laureate and torchbearer of the Chicago school of economics, once made the outlines of this argument by recommending a negative income tax. Milton Friedman also endorsed the idea as the best way to provide for the social welfare of the poor.
 
Minnesota’s Minimum Wages Legislation: Democrats �who control the Minnesota House and Senate are likely to try to raise the� state’s minimum wage in next year’s legislative session, leading legislators say,� the latest of about a  half-dozen efforts to increase it over the last two decades.  The state House this year passed a measure to raise the minimum wage to $9.50 by 2015, which would make Minnesota’s one of the highest minimum wages in the nation. But the state Senate passed its own version of the bill increasing the wage to $7.75 an hour, meaning negotiators from the two chambers will need to iron out their differences before a wage hike can go into effect.

Concerns:  Senate Democrats say they worry that hiking the minimum wage too much might harm small businesses and dampen the state’s business climate. But state Rep. Ryan Winkler (D), sponsor of the House version, said that “shows the success of the supply-side view of the universe, if Democrats are even repeating the same talking points” as business interests.

Currently, Minnesota’s minimum wage stands at $5.25 for employees of companies that gross less than $625,000 in sales annually, and at $6.15 for employees at larger companies. Most workers in Minnesota earn the higher federal minimum wage of $7.25 an hour.

Despite its progressive reputation, Minnesota has long had one of the lower minimum wages in the nation. In 1968, the lowest-paid workers earned just 70 cents an hour, a lower rate than any state other than Kentucky, according to the U.S. Department of Labor. The last time the legislature raised the minimum wage, in 2005, the lowest-paid workers went from earning $4.90 an hour to the current $5.25 rate.

Winkler said Minnesota has a lower-than-average share of the workforce earning minimum wage, meaning there may not have been the same sense of urgency to increase the low wages. But not for lack of effort. Democrats in the state legislature tried to boost that rate at least five times between 1994 and 2008. Gov. Arne Carlson (R) vetoed a minimum wage hike three times, in 1994, 1996 and 1997. Gov. Tim Pawlenty (R) signed the current rate into law in 2005, but he vetoed another increase in 2008.
Now that Democrats hold significant 12- and 11-seat majorities in the state House and Senate, respectively, and with Gov. Mark Dayton (D) in office, the political winds favor a wage increase.

“There is momentum clearly on the DFL side of the aisle after these last twenty-plus years to get minimum wage through, but they just haven’t had a governor who’s as receptive as Dayton has been,” said Eric Ostermeier, a political scientist at the University of Minnesota.

A part of the reason for the lower-than-average wage is that Minnesota is one of just seven states that do not include a so-called tip credit, Ostermeier said. A tip credit allows employers to pay a lower wage if employees make up the difference in gratuities, like those waitstaff at restaurants might earn. All six of the other states without tip credits are Western states.
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This will lead to Creative Programs:
Need: Target Wage and Skilled Based Pay Program: pay a market wage but engage the lower skilled associates in a education and training program
Contribution: Bonus System; ESOPs; Gainshairing  
Order:  And because of the variable pay, part of one’s wages come from how well the company is doing.   



Roots of Justice

• Hebrew mišpāt (justice) and şĕdāqâ (righteous) in the 
Old Testament “refer to the fulfillment of 
responsibilities that arise out of particular relationships 
within the community” – relationships between 
employer and employee, ruler and people, husband and 
wife, parent and child, etc. 

• Latin ius means not “my private rights” but “right 
relationships.”

Presenter
Presentation Notes


1. Hebrew Scriptures/Old Testament:  Hebrew justice and righteousness:
 Read--The Hebrew mišpāt (justice) and şĕdāqâ (righteous) in the Old Testament “refer to the fulfillment of responsibilities that arise out of particular relationships within the community” – relationships between employer and employee, ruler and people, husband and wife, parent and child, etc.


2. Latin ius: (right, law and order) 
Read

Transition to Tree Chart—Board Plan: Justice—ius—Individualism—rights—�autonomy—individual  VS CST—right relationships—community—�Trinity
Right relationship term foster the dynamic between rights and duties
My rights tends to lose sight of duties



Individualistic

Rights as claims

Autonomous 
Individuals

Communitarian

Right relationships

Community of 
Persons

Justice

ius

Right
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Tree Chart: Two Traditions on Justice, on Right
Confusion  “Alasdair MacIntyre observed that there was an epidemic of confusion in conversations about ethics in the modern world. This confusion, he argued, is grounded in the fact that we have continued to use words such as “justice” and “virtue” even though we have abandoned the intellectual framework within which these concepts took root and were given meaning. As a consequence, the words float free, individuals invent new meanings, and discussions about moral issues are plagued by misunderstanding.” (Kennedy) 
Liberal/Individualistic Side:  right is understood in our typical modern situation in terms of “my rights,” especially in terms of my private right to do whatever I want with my body or my property, or my company with limits to other people’s rights (see Rouseau, Mill, and others)
Rights as Claims: Within the Classical Liberal tradition, rights are claims on behalf of the individual to enhance and maximize individual freedom. "A right is a claim that entitles a person to "room" in which to take action. Rights are rarely absolute. They are conditioned by the potential interference with other persons' rights (free speech and slander) (see Freeman and Gilbert, 52). This notion of rights on which justice is based “maximizes individual liberty to pursue whatever ends persons choose, restricted only by the equitable distribution of the resources which are means for any ends they might choose” (Beckley). 
Autonomy/Private:  In more formal terms, we might call this a person's "sphere of autonomy."   People are right or developed when they are autonomous.   There is a sort of agnosticism toward a common good. Beckley points out that Rawls, a representative of a revisionist liberal tradition, "refuses to found justice on a full conception of the good for individuals.  His conception of justice "maximizes individual liberty to pursue whatever ends persons choose, restricted only by the equitable distribution of the resources which are means for any ends they might choose" ("The Legacy of John A. Ryan's Theory of Justice," 92)..
2. Communitarian/Christian/Aristotelian Side:  In the Christian tradition, inspired by its Trinitarian roots in terms of a community of persons. Within the Christian social tradition, justice is considered the most excellent among the cardinal virtues, precisely because it is other related.  
Right Relationships:  Justice comes from the Latin ius which means "right," that is, the just person is in right relationship with others, or in the words of Aquinas is "well disposed towards another."  It is precisely this "right" relationship that serves as the basis for one's own development.
Community of Persons: Trinitarian, Covenantal 

Transition: Within this tradition of Justice, the question is different from simply a contractual perspective.




Extra:
In the West, however, we have recently tended to see “right” not in terms of right relationships but in terms of individual claims that gives a person the autonomy to define her own existence that in terms of right relationship. One modern expression of this is found in a U.S. Supreme Court ruling (Planned Parenthood vs Casey), where the majority justices stated that at the heart of liberty and rights is giving the person “the right to define one’s own concept of existence, of meaning, of the universe, and of the mystery of human life” (see George Garvey’s “The Value of Work: A Catholic Critique of a U.S. Constitutional Norm,” Work as Key to the Social Question (Vatican City: Libreria Editrice Vaticana, 2002).  The modern notion of rights elevates individual autonomy to such a status that it is difficult to see the value of community except in terms of an instrument to one’s individual autonomy. In this “right to autonomy” view, what is most important is not what I choose, but that I can choose. Yet, in the Catholic social tradition, rights are understood as the “minimal conditions for communal living.” In commenting on this definition, David Hollenbach recalls the Exodus story where the people are liberated from bondage into community, “a community of persons who are both free and co-responsible for one another's fates” (David Hollenbach, “The Common Good Revisited,” Theological Studies 50 [1989]: 86).  It is not a liberation to autonomy and independence, but to community and interdependence that sets the conditions for human development. 
Commentary: First, in order to determine whether a wage is just, we need to ask whether wages create “right relationships.”  The word justice comes from the Latin ius which means right.   In the Christian tradition, “right” is not understood in our typical modern situation in terms of “my rights,” especially in terms of my private right to do whatever I want with my body or my property, or my company, but rather inspired by its Trinitarian roots in terms of right relationships.  
 

 

EXTRA: Duties and Rights = Right Relationships.   Benedict states that “individual rights, when detached from a framework of duties which grants them their full meaning, can run wild, leading to an escalation of demands which is effectively unlimited and indiscriminate. An overemphasis on rights leads to a disregard for duties. Duties set a limit on rights because they point to the anthropological and ethical framework of which rights are a part, in this way ensuring that they do not become licence. Duties thereby reinforce rights and call for their defence and promotion as a task to be undertaken in the service of the common good. . . . The sharing of reciprocal duties is a more powerful incentive to action than the mere assertion of rights.”  (Civ 43)

Servais Pinckaers explains,The modern era is characterized by its subjective conception of rights, as formulated by fourteenth-century nominalism.  From that time on, rights refer not to what I owe others, but to what others, and society, owe me.  Rights have changed hands: I think now in terms of my own rights, not those of others.  The fundamental orientation of justice has been reversed: the burden of the debt falls on others, not on me.  Justice no longer implies a quality of soul, a movement outward toward others; it concentrates on the defense of external rights.  In this sense it is a matter of taking rather than giving. 
The change accelerated with a new conception of the person’s relation to society.  This was no longer based on a natural human inclination but became instead an artificial creation, set up to meet human needs and to prevent destructive rivalry 
Servais Pinckaers, O.P., The Sources of Christian Ethics 38-39 (Mary Thomas Noble, O.P., trans., 1995) (1985). 

Transition: Examine wages in light of this Communitarian/Christian Tradition.

Beckley explains that "For Ryan human dignity is grounded, not in autonomy, but in the universal and natural capacity of humans for excellence.  Excellence is the end toward which human rational nature tends, i.e., the development and perfection of the personality.  It is, then, the telos of human nature that is of intrinsic worth and not the moral excellence of an autonomous will.  respecting the autonomy of others is neither sufficient nor always necessary for respecting their dignity.  It is insufficient because freedom of the will is not the only means required for perfecting the personality; respect for human dignity requires that we provide other goods and institutions that are necessary for the development of the higher faculties.  It is not always necessary because dignity requires respect for the freedom of others only when it is a means to ends entailed by human rational nature.  Individuals have no right to choose their own ends or to liberties that are unnecessary or detrimental to the end of their rational nature" (67)

We, for example, cannot be in right relationship with our students, parents, and other colleagues unless, in the words of Aquinas, our souls are "entirely possessed by justice" where there own intentions are converted to the common good.  Justice is "the constant will to give all their due."  Without this fundamental solidarity of right relationships with other people within an organization, we shrivel into small-minded maximizers, whose sole concerns focus on increasing their own interests with little understanding to the organization as a whole and the common good.
 
 Old Tesatment.  The Hebrew mišpāt (justice) and şĕdāqâ (righteous) in the Old Testament “refer to the fulfillment of responsibilities that arise out of particular relationships within the community” – relationships between employer and employee, ruler and people, husband and wife, parent and child, etc.
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