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FOREWORD

’
{

This study was initiated by the Departmént of State and carried out
by Hay Associates pursuant to Contract'No.;1025—925135 under the aegis
of the Office of the Director General of the Foreign Service. The project
Qas directed by the Washington Office of Hay Associates between January

and May 1979; and the members of the Hay Project Team are as follows:

Mr. David J. Wimer, General Manager, Hay/Washington, Officer;in-Charge
Mr.‘Gregori LebedeQ, Principal, Hay/Washington, Project Director

Mr. Jack S. Blocker, Senior Principal, Hay/Washington,

Dr. Allan H. Fisher, Jr., Senioeronsultant, Hay/Washington

Mr. Thomas M. Gregg, Associate, Hay/Washington

Mz.vMichel E.’Guay, Principal, Hay/Washington

Mr. Timothy S. Helsing, Research Aésistant, Hay/Washington

Mr. Norman Lange, Partner, Héy/Philadelphia

Ms. Méry Riley, Principal, Hay/Washington

Mr. J. Alan Riordan, Partner, Hay/Philadelphia

Mr. Abram Zwany, Associate, Hay/Washington

Special note is taken of thé expert counsel and assiétance rendered
by Mr. Charles G. Van Horn, Senior General Partner (Retired), Hay/Philadelphia,
and Mr. Henry C. Rickard, Special Inﬁernational Consultant, Hay/Philadelphia.
The assistance of Mr. Robert S. Gershenson, Deputy Aséistant Secretary
of State for Personnel, and Mr., Jack E. Melton, Director of Position and
Pay Manégemént (PER/PPM) was instrumental in the performance of the study.
Particular assistance was also provided by Mr. Robert R. West, PER/PPM, and
by a number of others at the Department of State.

L' A
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SUMMARY

The management consulting firm of Hay Associates was retained by the
Department of State to assist with its response to a number of internal and
external personnel management considerations which directly impact upon the
Foreign Service of the United States. A central element of any such examina-

tion is the clear intent of the Pay Comparability Act of 1970:

° Foreign Service work, i.e., job content, should be defined;
e Foreigh Service pay should relate to levels of work;
o Foreign Service levels of pay and work should be, respectively,

comparable. to that of the private sector; and

© Foreign Service pay levels should be interrelated with the

Federal (GS) pay system.

The results of such assessments would provide'meaningful data and insights
which the bepartment could, as appropriate, translate into constructive‘responses
to the Congress, the Executive, and the Service itself.

To this end, the consultants were requested to undertake four primary

objectives:

© Employ Hay Job Evaluation technigques to determine the relative
job content of selected Foreign Service~positiohs, domestic
and overseas, and the relationship of Foreign Service work and
pay, both within the Department and to other external émployers,

including the U.S. Civil Service.

® Utilize Hay's extensive data bases to determine the comparability
and competitiveness of Foreign Service compensation (base salary,

. benefits, and overseas allowances) to that of the Géneral
Schedule, the domestic private sector, and 13 selected U.S.

multinational corporations with expatriate employees.

° Apply Linkage Analysis statistical techniques to selectively
test telatibnships between the Foreign Service and General
Schedule pay/grade classification systems on the basis of

evaluated job content.

_-yi-
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e Utilize the findings from the Xikage analysis and compensa-
3 tion comparisons to examine the multiple Foreign Service

grade systems and propose alternatives, as appropriate.

~ As Hay undertook each of the foregoing, it consiétently introduced
" three elements which, in the consultants' opinion, were critical to the

quality and utility of the end results:
o SensitiVity to the uniqueness of the Foreign Service;

° Concern for the quality of data gathering, analysis, and

" presentation; and the
e ?Invoivement of Departmental personnel in all phases.

It is clear to any observer that the Department of State is a cadre of
individuals carrying out a unique purpose -- the Foreign Service is the only
element of the Federal'establishmenf charged with the development and imple-
mentation of U.S. foreign policy on a daily basis. Equally apparent is the
special mission and nature of the Foreign Ser&ice vis~a~vis the rest of the
Federal establishment, and the consequential fact ;hat the Department's
personnel management environment has characteristics, objectives and problems

‘ necessarily unlike other governmental entities: the integratioh of the rank-
in-person concept with compensation and classification systems; the ever-changing
elements of expatéiate compensation; the problems associated with the high '
mobility and rotational timetables; the conal system; the mix of personnel
classified and paid under a variety of different systems and scales; and the
circumstahéeé.attendant to living and working in various overseas environments.,

Necessary preconditions to linkage analyses, compensation comparisons,
and grade structufe development are carefully implemented statistical procedures
and job evaluaticn techniques. Working closely with Department personnel, the
consultants designed a statistical sampling approach which resulted in the identi
fication of 119 positions representative of the Foreign Service domestically and
overseas. Similarly, the consultants, in concert with a committee of Foreign
Service employees, evaluated the job content of each of the 119 positions
through the use of the Hay Guide Chart-Profile Method. This multi-stage job
measurement process resulted in a quantitative assessment, expressed in points,
of each Foreign Servicebposition which, in turn, served as the foundaticn

for the several analyses which would follow.
-vii-
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Linkage analysis is a statistical process used to establish the relative
dégree of difficulty of jobs in the pay grades of different classification
systems. This technique was employed to determine the comparability between
positions in the Foreign Service and Federal Civil Service at selected pay
grades. AmongA{ts several findings, this process identified three significant
links -- FSO-1 to GS-18; FSO-3 to GS-15; and FSO-6 to GS-1l. Analysis of
several FSS grades revealed statistical anomolies suggesting historic classi-
fication irreqularities. This is not a surprising condition when it is

" recognized that up to about a year and.a half ago, Departmental classification
responsibilities were decentralized to each bureau. The co?sultants suggest
that proper classification is critical, especially iﬁ,a rank-in—perscn system
which necessitates the very careful administration of the assignments process,
but it must also be recognized that unsuitable conditions, peémitted over time,
unfortunately cannot be instantly corrected. 1In general, the }esults established
the existence of internal relationships sufficient to undertake, at least
preliminarily, the internal integration of the two principal Foreign Service
classification/grade systems. o ’

Utilizing the Hay private and public sector data bases, Ehe consultants
were ;;so able to assess the competitiveness or comparability of Foreign
Service ccmpensation. In order to meaningfully equate the Department to
appropriate markets and sectors, the Foreign Service was examined at two levels --

' support and Officer. In terms of base salary, the Support Level is slightly
but ;onsistently ahead of the General Schedule, and consistently competitive
againét the private sector. Such a compétitive posture in the private sector
is clearly desirable; but the findings also revealed certain features, e.g.,
overseas service, strenuous entrance requirements, etc., which legitimately
distinguish the Foreign Service Support Level from its traditional counterparts.
These unique features should not be ignored when drawing conclusions with
respect to compensation.

At the Officer Level, the lower segment of thebForeign Service salary
policy is competitively positioned against both the GS and U.S. privéte sector;
however, the mid-level policy is less competitivé agaiﬁst both survey groups.
The salary ceiling similat%)impacts upon the Foreign Service and General
Schedule; but its effect 6 clearly depicted in the American Bgsiness compari-

son where the most senior levels of the Foreign Service are competitively

~-yiii-
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disadvantaged. The comparison of total cash compensation (the addition of
bonus péyments to base salary in the private sector) revealed the Officer
Level policy to be slightly less competitive than it was in the base-to-base
examination. ‘

In terms.of domestic total remuneration (base salary plus benefits),
the Foreign Service benefits program is slightly above that of the Federal
Civil Service because of the difference in pension systems. This results
in a Support Level policy which is consistently higher than the Civil Service
and an Officer Level posture which is competitive except at the mid-level
where it contlnues to appear below the General Schedule.

To assess the comparability of Foreign Serv;ce overseas compensation,
the consultants, in consultation with the Department's Allowances Staff,
presented a carefully constructed comparison with selected U.S. multinational
companies. Overall, the overseas allowances and benefits typically provided
by the Foreign Service are quite comparable to those provided by the U.S.
multinationals except at the more senior levels where the Foreign Service
is less competitive due to the salary ceiling. Although the higher. housing
(quarters) allowance and paid time-off for home leave provided by the Forelgn
Serv1ce ‘almost balances the overseas premium (inducement) available only in
the private sector, the consultants suggest that the Denartment review and
consider the appropriateness of increasing the quarters_allowances at the
Foreign Service levels affected by the salary cap.

The f1na1 project phase entailed the utilization of llnkage and, compen-
sation flndlngs, in conjunction with the consultants' experience, to examine
the feasibility of rest;ucturiqg the multiple Foreign Service grade systems.
The consultants statistically and empirically tested the suitability of a

great many approaches in the context of a number of essential criteria:

e Structural compatibility with the General Schedule should
be sought.

® Transitional cost consequences should be minimized.

e ' Personnel inequities or dislocations should be avoided.

o Rank-in-person flexibility should be maintained.
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o The special needs and unique circumstances of Foreign

Service employment should be recogniied.

° The relationship of the Agency for International Development
(AID) and the Internatiocnal Communications Agencf (ICA) to
any new Foreign Service grade structure (and thus to the
General Schedule) must be established by similar methodologies
, independently employed.
The consultants concluded that a singlé Foreign Service classification
system/grade structure most appropriately accommodated the foregoing. However,
the process of integrating techniéal»considerations with established criteria

is complex; and to this point the conspltants:emphasized three_concerns:

o All conscious and unconscious personnel practices, under-
standably marked with inconsistencies and exceptions accumulated

over more than 30 years, cannot be immediately remedied;

° The sampling of Foreign Service positions, designed and under-
taken for other purposes, permitted only tentative propositions;

and

) There is no one correct solution -- a number of different
approaches may validly respond to the Department's needs,

although in different ways.

Building upon these considerations, the consultants proposed two
optional grade structures ~-.a ten (1l0) grade system and a nine (9) grade
system. Each, in slightly different ways, seeks to repond to the established
criteria and recognize certain inherent characteristics of the Foreign Service

in a responsible and realistic fashion.

- -
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This study was initiated by the Department to assist with its response
to a number of internal and eerrnal‘persoﬁnel management considerations
which directly impact upon the Foreign Service. Three separate circum~
stances came together to create an opportunity for the Department to address
the interrelated and complex issues relating to the Foreign Service Compen-—
sation system: the Congress, through the FY 1979 State bépartment_Authori—
‘zation Bill, directed the Department to review and evaluate the suitability
of the current Foreign Service Compensatlon System; the enactment of the
C1v1l Service Reform Act in October 1978 dramatically altered, both struc—
turally and procedurally, the Federal Civil Service and by extension
appeared likely to have con51derable, if not well—deflned, impact upon the
U.S. Foreign Servzce, and, the Department decided to address basic and
structural human resource management deficiencies in the Foreign Service the
remecy for which lay only in substantial revision of the Foreign Service Act.
The significance of these initiatives to the Foreign Service is obvious;
but central to any meaningful response is the legislative intent of Section
5301 of Title 5, United States Code -~ the Pay Comparability Act of 1970.
The essence of this statutory enactment is that, w1th1n the Federal Statu-
tory Pay System, wh1ch includes the Forelgn Service, (a) there is equal pay
for substentlally equal work; (b) pay distinctions be maintained in keeping
with work and performance distinctions; (c)'Feée;al pay rates are comparable
,with'those of private enterprise for the same 1evelsvof work; and (d) pay
levels'for the statutory pay systems be interrelated. The direct effect of

Section 5301 upon the key aspects of the Foreign Service reorganization effort

is clear:
a Foreign Service work, i.e., job confent, should be defined;
° Foreign Service pay should relate to levels of work;
° Foreign Service levels of pay and work should be, respectively,

comparable to that of the private sectcr; and -

o Foreign Service pay levels should be interrelated with the Fed-

eral (GS) pay system.

The Departmeant recognized that to do these things, and thereby develop

an accurate and credible informational and analytical framework which would
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permlt meanlngful responses. to the Congress, the Executive, and, indeed, the
Service itself, would require methodolog1es, data bases, and substantlal and
Consequently, the Department
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relevant experience not readily avallable.

called upon Hay Associates, possibly the largest consulting firm in the world
exclusively devoted to the management of human resources. Hay was retained

to conduct this study, the initial objectives of which are as follows: S
Employ the internationally established Hay Method of Job Evalua-
tion to determine the relative job content of selected Foreign

Service positions, domestic and overseas, and the relationship

)
of Foreign Service work and pay, both within the Department and

to other external employers, including the U.S. Civil Service.
® Utilize Hay's extensive data bases to determine the comparability
and competitiveness of Foreign Service compensation (base salary,
benefits, and allowances) to that of the General Schedule, the

domestic private sector, and 13 selected U.S. multinational cor-

porations with expatriete employees.
) Apply the unique Linkage Analysis statistical techniques developed
by Hay to selectively test relationships between the Foreign

Service and General Schedule pay/grade classification systems on

the basis of evaluated job content.
As the pro:ect progressed, the Department broadened the scope of con-

sultant activity by the addition of a fourth objectlve-
Utilize the findings from the compensation comparisons and linkage

o ‘a s
analyses to examine the multiple Foreign Service grade systems and

‘propose alternatives, as appropriate.
It must here be noted that the consultants undertook this additional
project element with the explicit understanding of certain inherent limita-
tions: the initial project design did not, quite properly, envision a
time constraints imposed by a variety of requirements, dictated that the

results of this particﬁlar activity are to be regarded as tentative.
the grade structure modeling undertaken by the consultants produced useful

insights, its validity will need to oe affirmed by the acquisition of some

grade structure analysis of this dimension, and this fact, coupled with
Although
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additional data by the Department with or without the aid of consultants.
As will be seen, Hay Associates endeavored to introduce three over-

riding elements into every facet of this study:
° Sensitivity to the uniqueness of the Foreign Service;

. "Concern for the quality of data gathering, analysis, and presen-

tation; and the
'y Involvement of Departmental personnel in all phases.

Indeed, these three elements are integrallto the Hay épproach which
is founded upon.the ability to adapt methodolo§ies and fa;hion soiutions to
meet the special needs of a client. Inherent in this philosophy is integrity
- ﬁay is not always the messenger of "good news," as defined by the client;
nor does thé firm contend that well-established technologies provide easy
or immediate answers to every complex question facing an organization. It
does, however, apply technologies and human resource management experience
with an appreciation of the client enviromnments and the involvement of client
personnel in order to responsibly address complex organizational issues in
ways which enhance the nature, continuity and purpose of an organization.

So wasithe Hay approach with respect to the Department of State.

Iﬁ is clear to any observer that the Department of State is a cadre
of individuals carrying out a unique purpose -- the Foreign Service is the
only element of the Federal establishment charged with the development and
implementation of U.S. foreign policy on a daily basis. At the outset, Hay
recognizedvthe speéial mission and nature of the Foreign Service vis-a-vis
the rest of the Federal establishment, and consequently appreciated the fact
that the Department's personnel management environment has characteristics,
objectives and problems necessarily unlike other governmental entities:
the integration of the rank-in-person concept with compensation and classi-
fication systems; the ever—changing elements of expatriate compensation;
the frequent need for internal reorganization of varying degrees; the prob-
lems associated with the high mobility and rotational timetables; the conal
system; and the mix of personnel classified and paid under a variety of dif-
ferent systems and scales. The consultants were simila;ly sensitive to a
number of specific human resource conditions which exist at the Department

in direct response to the needs of its worldwide mission: strenuous entrance
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requirements, even at the staff support level; the absolute need for person-
nel inherently capable of adapting té overseas environments; the value of °
retaining specialized staff support personnel; and the development of internal
mechanisms to enhance career opportunities at all levels of the Foreign Ser-
vice. _

In the area of quality control, the study is as explicit as possible
with respect to the origin of data, the rationale for approach, and the
evolution of analysis. For example, where statistics were provided directly
by the Department, it is so noted. Similarly, the report observes that 13
multinéﬁional companies were used for overseas compensation comparisons be-
cause of the Department's need for immediately-avaiiable data, and the
generally representative nature of the companies,‘ In another case, the ré-
port explains the utility of portraying the Foreign Service in professional
(Officer Level) and staff support (Support Level) terms, rather than through
the four overlapping, and somewhat redundant, classification systems that
currently exist.

With respect to Departmental involvement, the consultants interacted
almost daily with State personnel for two principal reasons: (1) to gain
as much insight about the client personnelvmanagement environment as possi-
ble; and (2) to develop a Departmental understandlnq of and facxllty with
Hay techniques to enable it to not only utilize but also build upon the
findings of this study.

The Hay project team was ever sensitive to the. foregoing understandings,
objectives, and concerns for accuracy as it applied its experience to a

range of personnel management activities:

e . Statistical Sampling

o Job Evaluation

° Linkage Analysi§

] Cash Compensation Ahalysis

® ' Noncash Compensation Analysis

) Expatriate Compensatién Analysis
° Grade Structure Development

The report which follows relates the consultant activities in these
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areas; and the findings preseﬂfed were guided by the following view: i;he
‘Foreign Service of the United States has characteristics and purposes ;typ-
ical of other U.S. Government entities, but it is no less a part of the
Federal establishment. The role of the consultants was to provide indeéén-
dent observations which would assist the Department to responsibly address
its special needs and further harmonize its personnel management activities

with those of the Federal Government.
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’ II. HAY ASSOCIATES

The headquarters of Hay Associates are located in Philadelphia, where
the firm was founded over 35 years ago. Overlooking Rittenhouse Square,
the home office is the locus of The Hay Group and houses most of its special~
ized units; research divisions, and support and administrative facilities.
Included in The Hay Group are Huggins & Company, actuarial and pension
_consultants; Groupe Gamma, a Paris-based business strategy company: and
MSL International, Ltd., a London-based management development and recruit-
ment firm. World-wide offices now number about 65, and are located in more
than 20 countries. ' .
The Hay staff is compriséd'of more than 300 full-time proféssional and
230 technical and support employees. In the United States, the professional
consultingistaff has, collectively, over 150 advanéed degrees primarily .in
the behavioral sciences, business administration and the legal disciplines.
Hay is a member of the Association of Consulting Management Engineers (ACME),
and is,'inAfact, one of the largest management consulting firms in the

world. : :
Hay Associates is extensively involved in the international community,

and ﬁhe‘1976 United Nations Geneva Confefence on International Compensation
resulted from our professional association with the International Civil
Service Commission and was, in fact, chaired by a Hay General Partner,
The Hay methods of position evaluation and compensation comparison
and agalysis have been employed in more than 4500 public and private organ-—-
izations throughout the world; and Hay was recently described by Fortune
magazine as having "... the most celebrated ... method (of job evaluation)."
For example, the Hay system has been utilized by the Government of .the
United Kingdom; and our methodologies have been used to evaluate military
occupations in the Officer Force Structure of the British Armed Forces
and the Australian Permanent Defense Forces. The firm is currently in the
process of adapting the Hay system to the neeés of the Government of Canada.
In the United States, of the corporations listed in the 1978 Fortune
Directory: .

® 190 Hay clients are among the 500 largest
industrials;
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™ - 22 Hay clients are among the 50 largest
commercial banks (including three of the
first five: Citibank, Chase Manhattan,
Manufacturers Hanover); and

® 22 Hay clients are among the 50 largest
' life insurance firms.

Hay techniques have also been utilized by a variety of international
organizations and U.S. Government entities including the Council of Inter-—
national Economic Policy, the Department of Labor, the U.S. Secret Service,
the Inter-American Development Bank, the Congressional Budget Office, HEW,
and so forth. Other recent governmental activities of pertinence here

include:

) For DOD's most recent Quadrennial Review of
Military Compensation (QRMC) - a study to
test and evaluate linkages between military
and Civil Service pay grades for pay com-
parability purposes.

'@  For the International Civil Service Commission
- a comparison of selected U.S. Civil Service
and UN positions. ‘

e . For the Organization of American States - a
. comparative study of the classification and
compensation systems of selected international
organizations. '

™ For the U.S. Civil Service Commission (now
OPM) - a research project comparing Hay
evaluation technigues and compensation
comparisons to those of the USCSC.

° For the President's Commission on Military
Compensation - a study of the comparability
of military pay and benefits to the U.S.
private sector. '

° For the Federal Aviation Administration
- an evaluation of the feasibility of
adopting a classification and compensa-
tion system separate from the General
Schedule.
Hay's research and development capabilities are particularly unique
in the sense that both government and private sector clients throughout
the world are served. This allows Hay to maintain and easily interchange

the latest data and experiential techniques between sectors. In addition,
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Hay maintains current computerized data bases on thousands of clients which
permit a variety of comparisoné unavailable anyWhere’else'in a way which
protects the confidentiality of both participants and the data,

The range of Hay's technologies and services is extensive and flows
from its substantial experience, unique daéa bases, and highly trained pro-
fessional staff. Hay's pioneering efforts in such fields as job measurement,
reward management, and cpmpénsation administration have given ;ise to the
ever-broadening dimension of the firm; and an organization chart and a dis-

cussion of total Hay capabilities is found in Volume II, Appendix A.
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III. APPROACH

A, BENCHMARK SAMPLING

A precondition to any meaningful linkage or compensation
analysis is a representative'Sample of jobs in the pay grades of the
client population. 1In order to gain such an appropriate and defensible
organizational "snapshot" of the Foreign Service, the consultants employed
statistical sampling techniques designed specifically to identify a suffi-
cient number of p051txons to recognize and ‘accommodate the specific character—
istics of the Forelgn Service -- multiple grade/classification systems, Y
overseas and domestic service, and 1nter-conal—/ distribution -- and
thereby accomplish the two initial study objectives. The 119 positions
sampled were sufficient to permlt preliminary grade structure observations;
however, the integration of 'AID and ICA is clearly a critical element
which should only be accomplished by similarly careful and independent

analyses. ’ ' . T )

1. Sampling Approach ‘ !

A three-stage statistical sample of Foreign Serv1ce positions was> under-

taken employing the. consultant-designed approach.
) Stage 1 identified benchmark positions for the compensation

analysis study phase.

° Stage II identifiédvbenchmark positions for fhe linkage analysis
study “phase. | '
® Stage IIL identified positioms which, on an empirical basis,

supplemented the flr«t two samples.

1/ The Foreign Service system is composed of four systems: FSO (Foreign
Service Officer), FSR (Foreign Service Reserve Officer), FSRU (Foreign
Service Reserve Officer Unlimited), and FSS (Foreign Service/Staff).
FSO, FSR, and FSRU are identical 8-grade pay systems, while FSS is
a separate 1C-grade systemn.

The Foreign Service is comprised of four functional areas or cones
-- Political; Economic; Administration; and Consular; and five other
occupational specialties -— Executive; Program Direction; Informa-
tion/Cultural; Special Professional; and staff Support.
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The following sequential sampling design was employed:

Stage I -~ Jobs were sampled to represent benchmark pay grades (1 to 2

jobs per grade per system) for the pay comparability analysis.

Stage II -~ Jobs were selected to increase job representation at the
selected pay grades used in the linkage analysis, e.g., up

to 5 jobs per such grades.

Stage III - Jobs were selected, on an empirical basis, to supplement the

first two samples.

2. Sampling . Criteria

A series of sampling criteria were developed to guide the selection of
represéntative jobs for Sample Stages I and II. For the purpose of this
study, "representative" is defined in terms of numbers of incumbents, not
numbers of billets. Using incumbent distribution data from the Department

of State Requirement/Skill Inventory (September 1978), samples were seleéted

to repreéent the following parameters:

® Classification Systems - FSO, FSR, FSRU, and FSS.

L] Cones/Selected Occupational Groups -~ Political, Economic, Adminis-

strative, Consular, and Staff Support Groups.

° Pay Grades - 8 grades in the FSO, FSR, and FSﬁU systems, and
10 grades in the FSS system.

) Lecation - domestic versus overseas positions.

Pursuant to these criteria, highly populous jobs were selected at
specified grades, cones and locations. Jobs were not included which were
considered non-representative or too few in number to repiesent the Foreign
Service in total. Department of State personnel carried out the actual
identificaﬁion of positions to be included subject to the above specifica-
tions since they were familiar with both the positions'and the incumbent
classification and inventory data from which the samples were taken.

Findings from the initial analyses to determine the representativeness

of the samples within the selected Cones/Occupational Groups for each class

and grade are found in Volume 1I, Appendix B.

-10~
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3. Stage I - Compensation Analysis Sample

Having established the specifications for benchmark jobs to support
the compensation analyseé, Positions were selected according to the follow-
-ing rule: "Within each classification schedule, select the one (1) job per
pay grade which has the most incumbents in a 'cone' at that>general location.”
The sampling design was intended to provide a sample of eight (8)
benchmark positions, one (1) per grade in each of the_fodr (4) classification
systems, separately for domestic and overseas locations. Since there are
four classeé, the resultant sample size was anticipated to be 64 positions.
This estimate assumed one (1) job in each pfieight (8) grades in four (4)
systems (with one cone per grade) at two (2)3locat10ns (Washington/Overseas) or
8 x 4 x2 =64, However, it was neceéséry to exclﬁde certain pay grades where
no (or very few) incumbents were found; and for this reason, the final
sample for Stage I numbered 52 positions.
The sampling design for thé'linkage analysis comprised 30 positions,
and these Stage II jobs were selectivély added to the Stage I sample.
An additional-37 jobs were drawn by the Departmént pﬁrsﬁént to Stage I1I,
and these positions were also'eméloyed in the compensation anélysis. Con-
- sequently, although the Stage'I,sEmple was sufficient for the'compensation
- study, it was usefully and appropriately incréased by the Stége II and IIIh-

samples.

4. Stage II - Linkage Analysis Sample

The second sample consisted of representative jobs selected for the
linkage analysis phase. The most populous jobs were selectea in terms of
a distribution of incumbents between cones; and positions were drawn from
selected grades in the three Foreign Service classification systems --
FSO, FSS, and FSRU =~ targeted for this selective analysis;i/‘To ensure
adequate representation, five or more jobs were drawn within each grade
selected for the linkage analysis. The following table provides the total
number of jobs sampled in selected grades and cones of the FSO, FSS and FSRU

classes.

1/ . .
=/ No linkage analysis was made for the FSR system.

"=11l-
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T LINKAGE SAMPLE DISTRIBUTION

Grade /ggggg ‘. Total
| Political Economic | Admin. Consular Staff Support

FSO-1 3 | 2 T — 6
FSO-2 2 3 1 1 - 7
Fso-3 . - 3 3 1 _ | 1 ) - 8
FSO-~4 -2 3 3 3 - 11
FSO-6 C2 1 1 2 - 6
Fss-4 - - | - 3 A | 1 5
FSS-7 - ' —_ 2 — 4 .6
FSS-8 - - 1 —_— 5 6
FSRU-7 = ~- - 5 T - ._.:'1_
TOTAL 12 12 18 e - To 60

Analyses-were'made to establish that Stage II augmented Stage I in
such a way that Stage II jobs built upon the jobs selected at the same bay
grades in Sample I. The Stage II sample was also supplemented By jobs
drawn for Stage III.

-i2-
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B. JOB CONTENT DOCUMENTATION

Current and accurate job content statements are not only essential
'personnel management instruments but a sine qua non to the process of
positioh evaluation. Consequently, the collection of 30b content data
for each of the 119 Foreign Service:positions identified by the sample
was undertaken with great care.

It was the consultants' view that the job documentation must reflect
those institutional characteristics and functional requirements which are
unique to the Foreign Service. To‘this end, the consultants sought from

the Department position information which:
°® described the critical thrust or purpose of the job;

e identified the areas of essential and key interaction with both
Departmental and external positiens;

e presented the elements which differentiated the position from
others within the Department; and ' ) ‘

® highlighted the vital ehd results or accountabilities to be

achieved by the job. ‘

In mak;ng this request, and pursuant to extensive discussions with
Department officials, the consultants were well aware of several under- -
standable conditions which dictated ektreme care in collection of job |
content data. In all large and dynamic institutions -- and there are
currently more than 7500 employees in the Foreigﬁ Service (excluding
Departmental GS personnel) ~- the ongoing maintenance of current position
information is a task of sufficient magnitude that it must, of necessity,
be undertaken in an administratively manageable fashion. This situation
is accentuated at the Department by the fact that the focus of many of
its positions -- principally FSO -- continually change in response to
the evolving nature of the foreign policy issues they are constructed to
address,

Mindful of both the necessity of accurate data and the understandably
mixed quality of available position information, the consultanté, in
concert witﬁ the Department, developed a variety of written and oral data
collection procedures which build upon the base position data to ensure

the most complete presentation of job content elements.

. -13-
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° Existing job descriptions and/or questionnaires were obtained

for each position.

‘e Organizational charts, staffing patterns, and Foreign Affairs

Manual (FAM) narratives were utilized, as needed.

© Internal memoranda were selectively employed to highlight the

most recent structural or functional changes.

e Seasoned members of the Foreign Service, representing the principal
functional and specialized areas, were selected to serve on the

Job Evaluation Committee; and

@ . "Generic Interviews" '-— dialogues between Hay consultants, the
Evaluation Committee, and Foreign Service personnel specifically
knowledgeable about a type of position (although not the incumbent)
or activity -— were selectively undertaken to further refine the

quantity and quality of the position information.

Although optimal job content data is collected through.an incumbent-
interview process conducted by skilled consultants or consultant-trained
client personnel, the foregoing alternative approach, although time consum-~
ming, has been employéd by the consultants in other similar situations and

has proved suitable. The base position data provided by the Department

was, in some areas, excellent in itself due to recent classification efforts

on the part of the Office of Pay and Position Management. The Supplemental
written materials usefully buttressed the base position information; and
the "generic interview" process spanned question and answer sessions with .
Foreign Service secretaries, security personnel and office directors.

The necessity for accurate information on all positions subject to this
study dictated an approach which was both thorough and sensitive; and the
responsiveness of the Department to the tediously structured approach im—-

posed by the consultants is worthy of note.
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C. POSITION EVALUATION PROCESS

1. The Hay Guide Chart Method

The basis for all analyses in this study is the determination of the
content of each job; and the methodology employed in the evaluation of the
119 Foreign Service positions is a point-factor comparison system of job
measurement known as the Hay qude Chart-Profile Method. This technique,
which has been employed in public and private>sector organizations through-~
6ut fhe world, evaluates the total content of any job through the discrete

analysis of eight factors df a position falling within three job dimensions

~- Know-How, Problem Solving and Accountability.l/

° Know-How: Under the major heading of “Know-How," each job was
studied for the depth of its technical knowledge requirements;
for the leadership, administrative or supervisory demands of the
position; and for the quality of human relations skills

required.,

° Pfoblem Solving: Similarly, under a major heading of "Problem
Solving," the positions were studied with regard to their problem
challenges and to the procedural constraints involved in solving

problems as part of the ongoing flow of work.

) Accountability: Under the major headiné of "Accountability," the
job content was studied to détermine the levels of freedom to act
to fulfill job objectives, the nature of the impact of these actions
upon the Department of State as a wholé, and the order of magnitude

of that impact.

v It should be emphasized that these dimensions are used only to evaluate

the content of the jobs. When Foreign Service positions were thus evaluated,
there was no need to refer -- and thus no reference was made -- to the
incumbent, his or her performance, or the present level of pay; consequently,
the methodology is inherently raceless, sexless, and so forth. Although these
techniques do not preclude on-the-job discriminatory practices, they favorably
impact upon the very foundation of a personnel management system and further
reinforce the Department of Stata's established intent to carryout an
effective EEOQ program.

-15-
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The exhibit below depicts these three dimensions and eight factors by
which they are defined. ZXnow~How is defined by: (a) the extent of knowl-
edge reqﬁired by the job; (b) the breadth of managerial skills; and (c)
the human relations requiremehts. Problem Solving is defined by: (a) the
degree of original thought required on the job; and (b) the degree of
limitaﬁions imposed on thinking. Accountability is the impact of the job
on end results, and is defirned by: (a) the extent of freedom to act on the -

job; (b) the degree of accountability in the job, and (c¢) the magnitude

(size) of the job. A detailed discussion of the Hay Method is presented
in-volume II, Appendix“C; ' '

HAY JOB EVALUATION CRITERIA

SUBSTANTIVE DEPTH
KNOW-HOW ADMINISTRATIVE AND MANAGERIAL LEADERSHIP
| HUMAN RELATIONS SKILLS

PROBLEM SOLVING

Y

{ THINKING ENVIRONMENT
THINKING CHALLENGE

FREEDGM TO ACT
 ACCOUNTABILITY { IMPACT
MAGNITUDE

~16~-
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The instruments for measuring these elements are known as Guide Charts;
and there is one Guide Chart for each of the three dimensions. ‘They are
referred to as Guide Charts because they serve as "guides” to the Committee
evaluating the content of each job in an organization; and examples of the
Guide Charts designed for the Department of State are found in Volume II,
Appenéix D.

These instruments are used to evaluate the relative difficulty and
importance of positions within any organization. This job contenf measure-~
ment technique results in a semantic or qualitative judgment about the job
content as well as a quantification of that judgment expréssed in points.
Thus, values are assigned for each of these three elements and addeduﬁo
obtain a total numerical value for each job, which then_becomés the basic
measure of its content and worth.

The numbering system used in the Guide Charts is a geometric scale with
a ratio of approximately 15 percent between terms in the series, That is,
the value of each aspect grows in 15 percent increments. For example, the
terms in the series include 50, 57, 66, 76,.87, 100 and so on, up and down
the scale. ihe ;élection of a geometric scale rather than an arithmetic
scale is justified by empirical considerations and also by the fact that
in both the publicband private sectors salary changes from jobs of low con-
tent to jobs of high content are geometric in character.

Each Foreign Service position'was evaluated by these measurement tools

in the context of the following guidelines:

° Current job content only (as opposed to what the job should be

or could be) was considered.
° Non~job content overseas factors were not considered.

® TheAqualifications or current performance of job incumbents were
disregarded -~ each position was evaluated on the assumption of

acceptakle, satisfactory performance.
") Evaluations were made without consideration of the jobs' current

classification.

The Guide Charts used by the Foreign Service Evaluation Committee
contain, by design, the standard elements of all Hay Guide Charts. However,
certain aspects of the Charts were specifically tailored so as to sensitively

measure certain unique aspacts of the Foreign Service environment.

-17-
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Language used in defining a number of factors was adapted to reflect
the way the Foreign Service perceives work relationships. Further, the
Accountability Guide Chart was mcdified to refine definitions of job impact
on end results which would take in:o account the "collegial' nature of
seeking and achieving end results within the Foreign Service. Specifically,
the Impact definitions sharply focused the mulﬁiplé levels of involvement
of jebs in terms of their answerability for actionms.

The Magﬁitude dimension of the Accountability Guide Chart was also
mcdified to reflect characteristics of each job beyond common monetary
dimensions to acknowledge the reduced control (vis-a-vis the private sector)
which Foreign Service positions have over the acquisition and diéposition
of budgetary resources. When money magnitudes were appropriate measures,
they were employed; however, the Accountability Guide Chart prévided a
geographical alternative which permitted an assessment of magnitude in
terms of domestic and overseas considérations. It must be emphasized,
however, that all Guide Chart modifications were made in such a way that
the underlying consistency of the instruments and the technique were main-
tained. ‘ A ”

Over the course of 35 years, the terminology‘qf Hay Guide Cnarts has
become pa:t of the language of human resource management and salary admin-
istration. This came about quite logically since this terminology can so
precisely define, in éapsule form, the weightvand character of a job at any
level or within any function.

This language is naturally used within public and private institutions,
but it is aiso widely used between organizations when persconnel administra-

tors seek to understand just what are the essentials of a job by any title.

Interesting evidence of the applica-

bility of the Hay System is illustrated -
by the accompanying advertisemert ' FU@!X?@!\(EEEF%
from a recent Wall Street Journal. It ()g:
is strinkingly clear how profoundly these C\:MPEi\;SATiON
short coded symbols define the organiza- FII 3 4Go ]
tional relaticnships and the nature and F4 (50) 230
challenge of the job in guestion, The ) E4 C., 200
consultants learned that this ad had A 890

Box CCa76, T he Wall Strcoc Journal
great "pull," an indication that it nmust Anduvar dpparteniny Copioyer

have broadly conveyed a clear maessage,
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2. The Evaluation Committee

A central element to the Hay Method is the total igvolvement of selected
clieﬁt personnel in the Job Evaluation process. Hay experience has establighed
— i that client participation invaluably enhances the sensitivity of the process
/ to the structural and functional characteristics of a position which are unique
. to that organization., This is especially true with respect to the Foreign
- : Service because there is but one entity, the Department of Sfate, charged with
shaping and implementing U.S. foreign policy. Consequentiy, its domestic and
international organizational framework, inter-governmental relationships, rank-

in—éerson'personnel system, and so forth, cannot be ignored by any meaningful

‘job evaluation process.

For these reasons, the Department was asked to form an Evaluation Committee
- composed of individuals representing the major functions and specialties with-

in the Foreign Service. Each individual was also to possess a breadth of
understanding with respect to Departmental operations in order to further re-
inforce the job description material with which the Committee would work.
Mindful of these criteria the following individuals were selected by the

Department to serve on the Position Evaluation Committee:

Mr. William V. Callihan

Special Assistant to the Deputy
Assistant Secretary for Communications
Bureau of Administration

- i (Staff Support Specialty)

Mr. David J. Dunford

Director, Planning and Evaluation Staff
Bureay of Economic and -Business Affairs
(Economic Cone)

— ' Mr. Robert S. Gershenson
Deputy Assistant Secretary
Bureau of Personnel
(Administrative Cone)

- Mr, Norbert J. Krieg
Training Coordinator
Foreign Service Institute
(Consular Cone)

Mr. Stephen J. Ledogar
Director, NATO and Atlantic Political-

Military Affairs
(Political Cone)

-19-
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Mr. Jack E. Melton
Director, Position and Pay Management
Bureau of Personnel
(Department Project Coordinator)
Mr, Roberf R. West, PER/PPM, served as Committee Rapporteur.

This Evaluation Committee was led throughout the process by Hay éon-
sultants -- Mr,. David J. Wimer, Generaleanager, Hay/Washington, and Mr.
Jack Blocker, Senior Principal, Hay/Washington -- expert in the measurement
of job content. Both consultants possess particularly relevant experience
in evaluating positions in fhe U.S. Government and the international com-
mﬁnity, and each participated in the process of tailoring the measurement
instruments ~- the Guide Charts -- to the organizational characteristics
'of the Department of State. '

The 119 Foreign Servicekpoéitions were evaluated by the consultant-led
Committee over a period of several weeks; and the following multi-step pro-

cedure was employed during that time.

e - Orientation - The consultants thoroughly instructed the Committee
in the use of the Guide Charts. Each of the measurement elements
was defined in terms of its application to a given position.

. The intra-factor relationships were established as was the need
for consistency in intef@retation of job elements and the assign-

ment of points.

® Content Review - Each member of the Committee was provided the

job description and supplemental materials for each position under

Study.

° Initial Evaluation - Upon reading the position content materials,

each Committee member, including the consultants, independently
evaluated each job on the eight dimensions rep:zesented in the
three factors of Know-How, Problem Solving and Accountability.
Each member assigned appropriate Guide Ché;: points to each of

the three factors, and computed a total =core expressed in points.

> Profiling'- Each member also computed the "profile" of each job,
another quality control procedure which assigns percentage values
to each of the three principal factors -— Know-How, Problem
Solving and Accountability. A further discussion of "profiling"

is presented in Volume II, Appendix E.

-20-
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° Consensus Scores - After each evaluator independently completed

an evaluation, all scores were poéted and the Committee reviewed
and discussed eaéh. Since members of the Committee had first-hand
experience withfmany of the jobs under discussion, they were able
to clarify position description ambiguities or omissions. As
- mentioned earlier, if guestiuns remained with respect to particular
job elements, specifically knowledgeable Foreigp Service personnel
joined the deliberation but only for the purpose of content clari-

fication.

- Once the Committee was satisfied with its depth of undezstaéaing
of the position under discussion, the differences between the sc&res
were extensively reviewed, and a final consensus was reacﬁed which
constituted the single best judgment of the group. This considered
judgment was recoided in terms of the rating on each of the eight
components, and three scores for Know—-How, Problem Solving, and
Accountability, the total point value, and the'Profile. This pro-
cedure resulted in a single estimate of the job content of each of:
the 119 positions. '

. : The consensus procedure was followed for each position and

was carried out under the direct supervision of the Hay consultants.

o Sore Thumbing - After consensus séores were obtained for eachrof
the 119 jobs, all the jobs were ordered by total point value, pur-
{ suant to a consistency control procedure called "sore~thumbing."
R This review consisted of an inspection of the extent of consistency
of component ratihgs of each job (by level),_relétive to an ex-
pected profile for each job. For example, the percentage of Know;
How generally decreases for higher-level positions, while the per-
‘centage of Accountability increases. This does not mean that a
junior officer requires more Know-How than a Chief of Section. It
does mean, howewver, that the junior officer’s Know-How is a larger
part of his job because the more .significant problems, decisions,
etc. are passed on to others. The Sore-Thumb analysis was used
to identify any discrepancies in the mezasurements in terms of the
relationships between jobs at each level., This analysis was made

with respect tc Know-How relationships, Problem Soiving relation-
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ships, Accountability relatiohships, suitability of profile, as

i well as the overall position of the jéb with respect Eo the other
jobs at that level. "Any discrépanciqs noted were corrected by
making changes in the Know-How, Probiem Solving, and/or Account-
ability measures, which changed the total point value and the

T . Profile. When this process had been completed, the final point

| value for each of the 119 jobs had been determined. The final

_ evaluations for all 119 Foreign Service positions are presented in

Volume II, Appendix F.

3. The Correlation Process

One of the unique features of the Hay Guide Chart-Profile Method is

the ease with which the salary structure of an organization, in this case

the Foreign Service, can be compared with externai‘pay practiées. A key

to this capability is called "correlation” which is not to be confused with

the term correlation used in statistics.
- Hay correlation is simply the extension of the measurement process of

job evaluation in one organization onto the evaluation structure of another.
— For>examp1g, two jobs of similar weight located in different organizations .
might be evaluated at different point levels due to the distinct énalytic
approaches of two different Job Evaluation Committees, T9 identify and
compensate for such a condition, consultants skilled in this process establish
an index or rate for each client which permits the translation of the numerical
measurement of job content to a numerical value on a common scale. It is not
unlike physical conversions in science -- pounds to kilograms, for example.
o With respect.to the Foreign Service, a conversion factor of 2.8 was

established against a norm of 2.4. Thus, when Foreign Service salary
- levels are compared to a variety of other organizatioms, the compari-

son is based upon salary levels for like job content in all organiza-

tions.

The correlation rate or conversion factor is & numeric statement of

the relationship between the evaluation structure in one organization and

the standard evaluation structure developed from Hay experience and the Hay

data bank. Correlated point values are referred to as Hay‘Points, e.g., 230
- H, while uncorrelated point values are referenced as P or client points.

With the common structure as a link, the correlatien factor serves to

relate one organization's evaluation structure to that of another or a group
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of others. The ratio has, as mentioned earlier, no.interpretive significance
such as correlation has in statistical analysis. ‘

The‘Foreign Serviée correlation was carried out by a team of two Hay
Partners, Mr. Norman Lange and Mr. J. Alan Riordan. These consultants,
expert in inter-organizational relationships, met for two days with the
Foreign Service members of the Evaluation Coﬁmittee in order to gain the
fullest appreciation of the natdre of the Foréign Service and the evaluation

process as it was conducted for. this study. To further ensure an appropriate

- level of understanding, Hay/Washington consultants and the Deputy Assistant

Secretary of State for Personnel. went to Héy's Philadelphia headquarters.

and reviewed this proces;,with'the Correlation Team and Mr. Charles G. Van

. Horn, the Senior General Partner (retired),

-23-
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! IV. OVERSEAS DIMENSION

In the context of this study, the relationship of Foreign Service job
content and those VEriouSTy defined conditions and/or circumstances
associated with official service in a country other than the United States
must be discussed. There is little unanimity as to the componentry of an
expatriate env1ronment, and, more precisely, its effect upon the content of
a job in that environment.

There is, however, ample: recoanltlon that - there is an addltlonal

"dlmen51on implicit in most overseas employment. The Department of State,
1certa1nly one of the world's largest expatriate employers, strongly

believes that a variety of elements found only in overseas env1ronments

- substantially heighten job difficulty.

The Department has, through the years, developed a number of working
pPapers attempting to describe this condition, and a recent example is pre-
sented in Volume II, Appendix G. The great majority of the American
business community with international interests also acknowledge a unique-
ness to expatriate employment through the payment of a'premium of between
10% and 20% of base salary for simply going_overseas. However, since the
private sector administratively addresses this consideration, it generally
has had no need to quantify the environmental elements which constitute
this "difference“ between domestic and overseas service. Institutional
views aside, there also appears to be agreement among individuals who have
served abroad that living and working overseas is clearly unlike the same
’pursuits in the U.S. Without question, the views of American eépatriates
vary because of location, profession, and particular experience, but a
common thread connecting the various impressions is the existence of a
"difference.” 1In short, there seems to be an outstanding belief that
there is a "difference" between domestic and overseas service, but that
there is little, if any, agreement as to its exact composition.

As previously discussed, the Hay techniques of job evaluation are
designed to identify the critical elements of "jcb content" and the Hay
Method has been successfully used to evaluate the differences between jobs
on that basis throughout the world. Since there is no commonly-sharéd
quantification of which elements comprise overseas factors or hcw they may

vary by location, the consultant-led Committee evaluated all overseas

-24-
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Foreign Service positions only in terms of that which is recognized and
acc%pted as job content ——- Know-How, Problem Solving, and Accountability.
To/have attempted to consider anything but job content would have been
inéppropriate given the limits' of research on this issue to date.

It must be understood, however, that there are a number of items which
those unfamiliar with job measurement might c0nsideﬁ as "overseas
dimensions" which are in fact legitimate job content. A foreign language
requirement, for example; is an element of Know-How and was therefore
properly considered as job content when a requirement of the job. Similarly,
supervisory 1nteract10n with local nationals, a condition found at U. S.
embassies, was legltlmately considered by the Human Relations sub-factor
of Know-How. It must also be remembered that certain elements of job
content —-- whether Know-How, Problem Solving, or Accountability -- may be
shaped by the fact that the job is pndertaken in a foreign country, e.g.,
representational responsibilities which mandatorily attach to a position.
This effect was indeed identified during the evaluation of Foreign Service
overseas positions, the Hay measurement £echniques were sensitive to it,
and the Committee assessed it, as appropriate, within tﬁe established
evaluation parameteré. )

The foregoing dlscu551on is 1ntended to establish that job "content”
should not be -— and, in fact, was not — confused or co—mlngled with job
“context.”

It must be noted, however, that the consultants are of the belief
that there is an extra dlmenSLOn to expatriate employment: something
additional exists —- a difference — which should, in some fashlon, be
taken into account. As mentioned earlier, the U.S. private sector, whether
as an inducement to overseas service or as one of several methods of
keeping its expatriates "whdle", administratively determines that the

mere fact of serving abroad is compensable. On the other hand, the U.S.

Government pays no such premium to official Americans posted overseas.

In terms of Hay experience, however, the existence of a "difference"
is crucial to the understanding of job relationships and, ultimately,
compensation. The Hay Method of Job Evaluation is related to Weber's

Law in psycholcgical measurement and the concept of just noticeable

=25=
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differences. Y Weber put it this way: "In comparing objects we per-

ceive not‘phe actual difference between them but the ratio of this

difference to the magnitude of the two objects compared."” That is to

say, the observed difference between two objects‘is no£ absolute and
independent of the objeéts themselves but is relative to their size and is
a constant fraction of one of them. As the foliowing table depicts, the

15% step increments of the Hay Guide Charts recognize this perceptual

progression:

STEP DIFFERENCES/%-Z-/

0/0% - - No job difference is peféeived.
1/15% ~ A just noticeablé difference is detecged.
2/30% ~ The difference is quite évident.

- 3+/45% ~ There is clearly a difference.

Private sector practice, State Department exposition, and'expatriate
exéerience‘suggest to the consultants thatAthe existence of degrees of
personal discomfort or éubstantial inconvenience, family dislocation,-
and cultural disorientation attendant to expatriate service is reéognized.
Secondly, it is also clear that an essential element of U.S. foreign policy
is the successful performance of every member of the Foreign Service -~ and
this rests upon his or her ”constaﬁt availability" to go anywhere in the
world, "immediately adapt" to the foreign éultu:al, political, and social
environment, and represent U.S. interesté with the utilization of
intellectual and inter—éersonal skills "cumulatively developed and refined"
by all preceding overseas experiences. Thirdly, the necessary transient
nature of the Foreign Service employee frequently.halts altogether or

forecloses temporarily a spouse's second income and/or career, which today

Y See H.E. Garrett, Great Experiments in Psychologv. New York:
Century Co., 1930, pp. 268-274. Also see Edward N. Hay,
"Characteristics of Factor Comparison Job Evaluation.” "Personnel,
1946, 22, 370~-375.

2/

"Step Differences," in Hay terms, refer to a progression of perceived
differences between jobs and should not be confused with intro-grade
"steps” in the Federal pay structure.
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can cause not only personal economic difficulty but husband-wife
friction as well. Lastly, the highly speciaiized, even unique nature

‘of a majority of Foreign Service jobs extensively limits transferability
to othér U.S. Government agencies 6ffering promotion opportunities,
easier working circumstances, and so forth.

Every member of the Foreign Sérvice posted abroad is expected not
merely to survive, but to succeed on a daily basis. Sufvival is addressed
by allowances (payments to keep an employee-”whole")~f housing, cost-of-=
living, hardship (for assignments determined to be extfaordinary,

i.e., a "quite evident" difference at the least), etc. -- but successful
performance, i.e., "operating”™ in the "noticeably different" ovérseas
milieu is not. _ _ (

As discussed earlier, the relationship of "content” to "context" is
unclear, and for this reason the consultants suggest that this "just
noticeable difference" -- 15% -— be administratively translated to
Foreign Service personnel but not in the form of a private sector premium
which recdénizes and responds to the fact that only a small percentage of
a company's manpower is ever sent abroad. Rather, it should be made an .
incremental addition to the Foreign Serviceigrade/éalary étructure
because of its universal and continuous applicability to every member of

the Foreign Service. Members of the Foreign Service:
e  Are mandatorily eligible fdf overseas assignment;
o About 60% are always pdsted abroad;
© Between 40-50% are rotated every year; and

e Spend about 60% of their Foreign Service'carée: away from the
United States.

The impact of overseas service is necessarily and properly felt by
the entire Foreign Service and for this reason it is most appropriately
addressed by the grade/pay system. This concept will be developed

in the Proposed Grade Structures section of this report.

=27~
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V. LINKAGE ANALYSIS

A. METHODOLOGY

Linkage anal&sis is a statistical process used to establish the relative
degree of difficulty of jobs in the pay grades of different classification
systems, e.g., Foreign Service and General Schedule. Establishing compar-
ability between jobs in the pay grades of the State Department and the
Federal Civil Service is complicated by the fact that the State Department
classification systems do not have the same number of pay grades as the
Federal Civil Service System. There are 18 grades in the General Schedule
system, compared to between 8 and 10 grades in the several Foreign Service
classification systems.

| While historic attempts at linkage analysis relied upon title compar-
isons or general classification methods, the technigues employed by Hay
Associates have proven to bé'much'more,precise and defensible. The Hay
approach is predicated on evaluating a representative sample of jobs in the

. selected pay grades using the Hay Method of job evaluation; Having so
evaluated sample positions, it is possible to anaiyze the resulté by applying
statistica;.techniques to determine if two grades have jobs of equivalent

difficulty. This approach was used in the present study, and is summarized

below:
° Repfesentativé samples of positions were drawn from Foreign
Service pay grades and pay grades of the Federal Civil Service
General Schedule classification system. ' '*"
e Each job was assigned points using the Hay Method of jcb
evaluation.
® Quantitative comparisons of job difficulty by pay grade were

made using these point values.

The end-result of the analysis was: (1) a critical evaluation cof the
linkages between Foreign Service and Civil Service occupations which have
been used to determine pay comparability in the past; and (2) a determin-
ation of the relationship between alternative Foreign Service pay grades

and Civil Service pay grades of similar job difficulty.

-28-
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B. QUANTITATIVE ASSESSMENTS OF LINKAGES

A series of aescriptive statistics were employed to summarize the
findings of the job evaluations. The same analyses were made separately
for the State Department positions and for the Civil Service positionms.

In particular, the following statistics were computed for joEs at

each pay grade, using the total Hay Point data:

° Range (High value -and Low value), i.e., the top and bottom

_ _.scores in a rank; and

e - Median Hay Point value (indicétive of the central tendency in
the data; % of the values are higher and % of the values are
lower).

After the data were summarized, statistical tests were made to deter-

mihe linkages between pay grades in the two systems.

1. Statistical Tests

A gseries of tests of the statistical significance of differences in

job content were made.l/ These tests were made at each level of pay grade
where a lihk was proposed between one pay grade in the Foreign Service and
another pay grade in the General Schedule.

Thus, an operational definition of a linkage is when the distributions
of job content for a Foreign Service and a Civil Service pay grade at a
certain: level are equivalent-—aor more precisely, when they are not differ-
ent, based on a statistical analysis. For example, if FSO-3 jobs and GS-15
jobs have the §§Eg,job content when tested statistically, they may be
said to "link." Conversely, if their job content is significantly different,
then they do not "link." -

Note that all the sample jobs at a level are tested in this procedure,
not just those jobs which have similar titles and/or job desériptions, Kence,

the results of the statistical tests performed on representative job samples

L/ The Fisher Exact Probability Test was employed (Siegel, 1956).

Non-parametric techniques are applicable when one cannot assume that
the data are normally distributed. In the present study, the data

do not satisfy the assumptions required in the use of parametric
tests, e.g., a "t" test.
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can be extrapolated to all the jobs at that level, producing a more stringent
test of the.proposed linkages at each particular pay level than one would
obtain by ccmparing only single jobs which might o1 might not represent all
the jobs in a particular pay grade.

Further, when the jcbs in two pay grades are found to be different
based on statistical analysis, the results may be used in determining rela-
tive difficulty as opposed to linkages. Thus, if GS-15 jobs are signif-
icantly less difficult than FSO-2 jobs, then the GS-15 level may be inter-
preted as a lower bound for the FS0-2 level,

» For this reason, the finding that jobs in two pay grades in the Foreign
Service and Civil Service do not link is important and useful. Even if a
link was previously suspected or determined, the findings of the present
study might well reject this linkage (since improved job sampling and evalua-
tion techniqués were employed). However, such a finding still has a salutbry
effect since it helps to show the relationship between pay grades in the two
systems. Indeed, it provides an indication of the relative positioning, i.e.,
the relative job d@ifficulty (content) in varicus pay grades of the Foreign
Service and Federal Civil Service pay systems. If a statistical test shows
that the job content in two pay grades differ significéntly, then a statistical
basis also exists for declaring that cne pay grade bounds th e other, i.e.,

is an upper or lower limit.

2. Other Analyses of Relationships Between Pay Grades

The statistical test results are generally precise and unambiguous.
However, because of historic misclassification problems.or simple differences
between classification systems, it is occasionally found that a single link
between two pay grades cannot be established. In some cases, more than one
pay grade of one system links to a single pay grade in the other system,
e.g., both FSO-1 and FSO-2 might link to Gs-18.  1In other cases, it may
be impossible to link the pay grades in two different systems because of
the "gap" between pay grades.

When these problems are noted, the data are evaluated by inspection.
This analysis considers the median job difficulty of each pay grade, as '
well as the range of difficulty of jobs in the pay grade. Where data do

not exist for a certain pay grade, they are extrapolated for analysis purposes.
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A graphic’presentation of the results is theh made to indicate the
linkages determined by statistical analysis and inspection. This depiction
uses the.median Hay Point values for each pay grade in which sample jobs
were evaluated. The resulfs are presented as a series of fladders" de-

picting the actual/expected relationship between pay grades'in the

Foreign Service and the Federal Civil Service systems.
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C. FOREIGN SERVICE POSITIONS !

Descriptive statistics are‘presented below for the selected Foreign ;

Service pay grades included in the linkage analysis. These data are f

reported separately as follows:

1) Officer Level pay grades (these include positiohs at the
FSO-1, FS0-2, FSO-3, FSO-4, and FSO-6 pay grades);
and '
2) Support Level pay grades (these include positions at the FSS5-4,
A FSRU—7,ffSS-7, and FSS-8 pay grades). '

For each data set, the median job difficulty was computed at each pay grade.

This is the typical job difficulty for the sample positions at that pay
grade, expressed as a Hay Point (HP) value. 'In practice; half the jobs are
more difficult than the median HP value, while the remaining jobs are less
difficult. The range (highest and lowest HP valﬁes) are also reported at
each pay grade to illustrate the extent of differences in job difficulty at
each pay grade. Finally, the sample size (number of sample positions) at
each pay grade is reported. '

.

1. Foreign Service Officer Level(FSQ) Pay Grades .

Descriptive statistics for the FSO positions included in the linkage

analysi; appear in the table below.

HAY POINTS FOR THE OFFICER LEVEL
(FSO) JOB SAMPLE PAY GRADRES OF THE STATE DEPARTMENT'

HAY POINTS
SAMPLE
PAY GRADES Range Median Sample Size
FSO-1 554-912 736 _ 8
FSO-2 434-734 . 521 ' 7
FS0O-3 353-484 420 8
FSO-4 219-408 318 11
FS0-6 161-268 166 6
-32-
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Inspection of the descriptive statistics for these sample FSO pay
grades indicated that the job difficulty tended to increase directly
as a function of‘pay grade. The median HP valug for the FSO-6 level
was 166 HP's, for the FSO-4 level was 318 HP's,'for the FSO-3 level was
" 420 HP's, for the FSO-2 level was 521 HP's, aﬁd fér the FSO-1 level was
736 HP's. ’

Inspection for the distribution of scores in proximate pay grades

_revealed sgveral instances of overlap in job difficultyibetween different
pay grades. For examplé, some jdbs at the upper end of the FSO0-6
distribution (up to 268 HP's) are more difficult than jobs at the lower
end of the FSO-4 distribution (as low as 219 HP's). Some jobs at the
upper end of the FSO-4 distribution are more difficult than some jobs

~at the lower end of the FSO-3 distribution. Other insﬁances df overlép
were found between FSO-2 and FSO-3, as well as between FSO-1 and FSO-2.

Finally, inspection of the range of scores at each pay grade revealed

differences in the degree of job difficulty at certain pay grades. Thus,
there is a vety wide va%iation in job difficulty at the FSO-4 level

(219 HP's to 408 HP's). In contrast, job difficulty is léss'variable at
the FSO-3 level (353 HP's to 484 HP's). There is fairly wide variation
in“job difficulty at the FSO-1, FS0-2 and FSO-6 level, but less variation
than was observed at FSO-4. '

This analysis suggests a raticnal classification system in that, on
the average, FSO positions of increasing difficulty are accorded higher
pay grade classifications. However, the overlap in difficulﬁy noted
between pfoximate pay grades is indicative of pdssible misclassifications
and potential problems of internal equity. Finally, the wide variatiom
in difficulty for sample jobs at some pay grades‘appears consistent with
the historic reliance of the State Department on "rank-in-person.”

It should be noted that the conditions cited above are Eggvunique to
the Department of State. The Hay Study on the 1975 Quadrennial Review
of Military Compensation (QRMC) identified similar situations in both
the military officer pay grades (e.g., 0-1 and 0-2 overlap) and the

Federal Civil Service professional pay grades GS-14 and GS-15 overlap,

._3 3_
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as do GSs-15 and GS-18). These Civil_sérviée data are presented in

Section D for comparison purposes.

i

2. Support Level (FSS/FSRU) Pay Grades

.

Descriptive statistics for the FSS/FSRU positions included in the

linkage analysis appear in the table below.

HAY POINTS FOR THE SUPPORT LEVEL (FSS/FSRU) JOB SAMPLE.
PAY GRADES OF THE STATE DEPARTMENT

»HAY POINTS
SAMPLE
PAY GRADES " Range Median - Sample Size
FSS-4 114-251 - | 136 s
FSRU-7 | 86-130 % - | s
FSS-7 73-101 96 - 8
FSS-8 60-88 73 8

Inspection of the descriptive statistics for the sample support
level grades indicated that the job difficulty tended to increase di-
rectly as a function oé pay grade. The median HP value for the FSs-8
level was 73 HP's; for the FSRU-7 level was 98 HP's; for the FSS-7 level

‘was 96 HP's; and for the FSS-4 level Qas 136 HP's.

Inspection for the distribution of scores in proximate pay grades

revealed an instance of overlap in job difficulty between different pay
grades. Thus, some jobs at the upper end of the FSS-8 distribution

(up to 88 HP's) are more difficult than jobs at the lower end of the
FSS-7 distribution (as low as 73 HP's).

Finally, inspection of the range of scores at each pay grade revealed

differences in the degree of job difficulty at certain pay grades. Thus,

L/ Pappas, Fisher, and Martin (1976).
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there is a very wide varlatlon in job dlfflculty at the FSS 4 level

(114 HF's to 251 HP! s). In conFrast, the job difficulty is much less

variable at the other pay gradqs.

This analysis again suggesés a rational classification system in that,

‘on the average, FSS positions of increasing difficulty are accorded higher

pay grade classifications. However, the analysis of FSS data from other

pay grades suggésts that the FSS classification system does not differen-

tiate very well between certain pay grades, e.g., FSs-8 and FSS-9 have

considerable overlap, as do FSS-6 and FSS-7. 1Indeed, there is a high

degree of overlap between many
there are small differences at
Again, the consultants caution
the Foreign Service. The 1975
enlisted'péy grades (e.g9., E-5

positions in the Federal Civil

of the FSS pay gradés,l/ suggeéting that
bést between jobs in adjacent pay grades.
that problems of overlaé are not unique to
QRMC study found overlap between military
and E-7 overlap) as well as between staff
Service (e.g., GS- 5 and GS-7).-/ These

Civil Service data are presented in the following section for . comparison

_purposes.

1/

= OVerlap was found between FSS—8/9/10 positions, FSS—7/8/9 positions,

FSS-5 and FSS-6 positions, and FSS-3/4/5 positions.

2/ See Pappas et al, 1976 .
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D. FEDERAL CIVIL SERVICE (GENERAL SCHEDULE) POSITIONS

The table below presents descriptive statistics for General Schedule

white~-collar occupations.

HAY POINTS FOR THE CIVIL SERVICE JOB SAMPLES
IN THE GENERAL SCHEDULE

SAMPLE HAY POINTS
PA¥ GRADES Range ' Mediaﬁ . Sample Size
s Gs-18 526-985 627 20
GS-15 333-585 420 12
GS-14 264-346 293 20
GS;ll* © 151-193 185 5
Gs-9 124-174 145 20
Gs-7 85-143 112 20
GS-5 79-97 89 10
Gs-3 43-69 | 53 10
*Civil Service Commission study (Pappas, Fisher and Doren,
1976)}. All other data are 1975 QRMC (Pappas, Fisher
and Martin, 1976).

X

Inspection of the descriptive statistics for the General Schedule
positions revealed that the job difficulty tended to increase directly
as a function cf pay grade. The median HP evaluaticn score for the GS-3
level was 53 HP's, for the GS-5 level was 89 HP's, for the GS-7 level
was 112 HP's, for the GS-9 level was 145 HP's, for the GS-1ll level was
185 HP's, for the GS=-14 level was 233 HP's, for the GS-15 level was
420 HP's, and for the GS-18 level was 627 HP's.

Inspection of the distribution of scores in proximate pavy grades

revealed several instances of overlap in job difficulty between

different pay grades. For example, some jobs at the upper end of the
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GS—S distribution (up to 97 HP's ) are more dlfflcult than jobs at the
lower end of the GS-7 distribution (as low as 85 HP's). Spme jobs at
the' upper end of the Gs-7 distribution (up to 143 HP's) a;e”more diffi-
cult than jobs at the lower end of .the GS-9 distribution {as low és 124
HP's). Other instances of overlap were found between GS-9.énd;GS-ll,

GS-14 and GS-15, as well as between GS-15 and GS-18.

Finally, inspection of the range scores at each pav grade documents

differences in the degree of job difficulty at certain grade levels.
Thus, there are wide variations in job content at the GS-18 level (526
HP's to 985 HP's) and at the GS-15 level (333 HP's to 587 HP's). Wide
varlatlon in job difficulty was also found at the GS-7 level (85 HP's
to 143 HP's). In contrast, the variation in job content is much less
evident at the GS-14 level (264 HP's to 346 HP's) and the GS-5 level
(79 HP's to 97 HP's). The ranges at the other levels are fairly similar,
in contrast to these extreme instances.

It is noteworthy that there is wider variation in job difficulty at
the GS-18 level and GS-15 level than was found for the FSO-1 or FSO-2
levels. The wide degree of difficulty characteristic of GS~-18 poéitions,

government-wide, is comparable to the wide variation found at the FSO-&

"level, but not at the other levels of the Foreign Service Officer ~

classification system.
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E. PRELIMINARY ANALYSIS OF JOB LINKAGE DATA

Prior to performing statistical analyses of the data, an inspection was
made of the historic Civil Service joS linkages and the rélative position
of selected Foreign Service and Civil Service péy grades, A éeparate anal-
ysis was maae for: (1) the FSO pay grades and the Civil Service pay grades
judged to be similar; and (2) the Support Level pay grades and the Civil

Service pay grades judged similar.

1., Inspection of Linkage Data for the Fbreign Service Officer Pay
Grades '

Inspection of the median HP values at the FSO pay grades reveaied the
following: '
e At certain levels whére linkages were expected, the present median
HP values differed, baéed'on inspection. For example, FSO-3 and
GS-15 were comparable, although FSO-3 was expected to fall between
GS-14 and Gs-15.
e FSO-4 jobs seemed to be similar in diffiCulty to GS-14, rather
than GS-13 as expected from an historic linkage analysis. '
e Fso_l’jobs were evaluated at a higher level than GS-18 positiohs,
while FSO0-2 jobs were evaluated at a lower level than GS-18.
. FSO*G jobs were evaluated slighﬁly below GS~11 jobs, while a link
at GS5-11 was expected.
The following table presents the median and range HP values at selected
FSO grades.

COMPARISON OF MEDIAN HAY 'POINT VALUES AT THE PROFESSIONAL PAY GRADES:
STATE DEPARTMENT VERSUS CIVIL SERVICE POSITIONS

FOREIGN SERVICE POSITIONS CIVIL SERVICE POSITIONS
Pay Median Pay Median
Grade Value Range Grade Value Range
FsO-1 736 554-912 GS-18 627 526-985
FSO-2 521 434-734 GS-15 420 333-587
FSO-3 420 353-484 Gs-14 293 264-346
FS0-4 318 219-408 GS-11 185 151-193
FSO-6 166 161-268 GS-9 . 145 124-174
-38-
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2. Inspection of Linkages Data for the Support Level Pay Grades

Inspection of the mediaﬁ HP values at the‘selected Support Level grades
revealed the following: S

o FSS-4 jobs were evaluated as less difficult than GS-9 Jobs, although
it was expected that FSS-4 might link with GS-11.

e FSRU~-7 jobs were less difficult than GS-7 jobs, instead of being
‘linked at GS-9 as expected. v”'”'w_

@ FSS-7 jobs were less difficult than GS-7 jobs, although a link was

expected at GS=7. I

© FSS-8 jobs were less dlfflcult than GS—S Jobs, although a llnk

was expected at GS-5.
The followzng table presents the medlan and range HP values at the

Support Level pay grades.

COMPARISON OF MEDIAN HAY .POINT VALUES AT THE SUPPORT STAFF GRADES:
STATE DEPARTMENT VERSUS CIVIL SERVICE POSITIONS -

.FOREIGN SERVICE POSITIONS CIVlL SERVICE POSITIONS
Pay Median Pay ‘Median
Grade ‘Value Range ‘Grade value . Range
FSS~4 136 ll4f25l GS~-9 . 145 124-174
FSRU-7 .98 .86-103 Gs-7. 112  85-143
FSS-7 96 73-101 GS-5 89 79-97
Fss-8 | 13 60-88 GS-3 53 43-69

3. Implications of Findings

These preliminary analyses suggest that FSO positions in the higher
pay grades (FSO-l to FSO-4) are more difficult than anticipated, relative
to positions at the professional level of the General Schedule. Conversely,
positions in the FSS system (FSS-4, FSS-7 and FSS-8) are less difficult than

expected, relative to support staff positions of the General Schedule.

-30-
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However, these conclusions ére tentative, sinée they are predicated on
only an inspection of the descriptive statistics. A rigorous test of the
linkages is needed to determ1ne if these conclusions are warranted. To
provide this test, a series of formal statistical analyses were performed to

determine if these tentative conclusxons were sound.

-40-
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F. STATISTICAL ANALYSES OF THE DATA

This section presents the results of a series of statistical analyses
performed to test the histdric job linkages identified by the Civil
Service Commission and.other linkages proposed by the State Department.

>Separate statistical analyses were made for:A(l) the Officer Level (FSO)
grades and the Civil Service pay grades judged to be similar; and (2) the

Support-Level(FSS/FSRU) grades and the Civil Service pay grades judged similar.

1. Statistical Analysis at the GS Professional /Foreign Service
Officer Pay Grades T ’

The Fishér exact probability test (siegal, 1956) was applied to test
the linkages. L/ In the.analy5is, where the differeéces between the medians
are small (suggesting a link), the test results are reported as Not Statis-
tically Significant (NS). In contrast, where the differences are.large . |
(questioning the existence of a link), the probability of obtaining a ”
difference this large by chance is indicated by the value of "p." Thus,

a "p .05" means that a difference this large cquld be expected to occur
by chance no more often than five times in 100.  Hence, a statistically
significant difference can be assumed. .

Basea‘on this statistical analysis, the hypothesis that the sample of

Foreign Service and Civil Service jobs. comes from pay éradeé having the

same median job content was supported at the following levels:

)

e FsO-1 and GS-18
e  FSO-2 and GS~18- - S . .
e FSO-3 and GS-15

e FSO-4 and G§-14

° FSo—s and GS-11 ;

Differences in medians at these levels were minor and hence,
statistical linkages may be‘proposed at these levels. Note that the median

test indicates that GS-18 can be linked.to either FSO-1 or FSO-2.

1/ The test compares the central tendencies (medians) of the job content
in the selected FSO and Civil Service pay grades.

-4l
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The fact that both FSO-2 (median = 521) and FSO-1 (median = 736)
link with GS—lB'(median = 627) is explained by the wide variation in job
difficulty of positions at the GS-18 level.

A stagistical analysis showed FSO-1 and FSO-2 positions to vary in
difficulty, but both FSO-l1 and FSO-2 pay grades linked to GS-18 due to
the wide variation in job difficulty at the GS-18 level.

The results of the statistical test strongly suggest that linkages

do not exist at the following levels:

@ FS0-2 does not link to GS-15; FSO-2 jobs are more difficult
than GS-15 jobs. .

e FSO-3 does not link to GS-14; FSO-3 jobs are more difficult than
GS-14 jobs.

e FSO-6 does not link to GS-9; FSO-6 jobs are more difficult than
GS-9 jobs. ' '

In each case, the differences in medians were larger than would be

expected by chance either five times in 100, or less; and the results

appear in the following table.

STATISTICAL TESTS:

FOR THE PROFESSIONAL PAY GRADES

RESULTS OF THE STATISTICAL TEST

FOREIGN SERVICE POSITIONS CIVIL SERVICE POSITIONS MEDIAN ‘

TEST - DECISION

' Gzzge Ngéb:f nggiiﬁe Gizge Ngéb:f nggiige RESULTS RO

FSO-1 8 736 Gs-18 20 627 NS Link

FSO-2 7 521 GS-18 20 627 NS Link

FSO-3 8 420 GS-15 12 420 NS Link

FSO-4 11 318 GS-14 20 293 NS Link

FSO-6 6 166 Gs-11 5 185 NS Link
- '{95-9 .20 145 P<K.025 No Link

-4 2=
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These findings can be interpreted as follows:

e FSO-1 and FSO-2 jobs are of comparable difficulty to GS-18 jobs,
FHence, 2 Senior Executive Service (SES)/Senior Foreign Service

(SFS) classification system for the State Department could include
both FSO-1 and FSO-2 positions. Y

e [FSO-3 and GS-15 link exactly. They have identical median job
difficulty.

® FSO-4 and GS-14 can be considered to have similar difficulty. Y

® FSO-6 and GS-1l1 can be considéred to have similar difficulty, but
FSO-6 jobs are more difficult than GS-9 jobs.

Application of this logic helps to position the professional grades at
the FSO-1 through FSO-6 levels, by establishing their job difficulty
relative to pay grades in the General Schedule pay system. Thus, the

relative position of these professional pay grades can be determined.

2. Statistical Analyses at the GS/Foreign Service Support Level Pay Grades

The same statistical test was also employed to test linkages at the
Support Level proposed by the Civil Service Commission, as well as new.
lihkagésvproposed by the State. Department. ,

. Based on this statisiical analysis, the hypothesis that the Foreign
Service -jobs and Civil Servicé jobs’ come from the pay grades having

similar job content was supported at the following levels:
® FSS-4 and GS-9/11-
® fSRU-? and GS-5

° FSsS-7 and GS-5

1/ However, some FSO-2 jobs are less difficult than GS-18 jobs, while all
FSO-1 jobs fall .in the wide range of job difficulty of the GS-18 level.

2/ However, FSO-4 positions have a very wide range in difficulty, so this

interpretation applies only to the median job at the FSO-4 level.

Some FSO-4 jobs are less difficult than the lowest GS-14 position,

while others are more difficult than the highest GS-14 position.

-43~
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Thus, statistical linkages were found between these Support Level
pay grades and pay grades in the General Schedule (white-collar) system

of the Federal Civil Service. However, the results of the statistical

tests suggest that linkages do not exist at the following levels:

@ Fss-7 does not link to GS-7; FSS-7 jobs are less difficult
than GS-7 jobs;

e FSS-8 does not link to GS-5; FSS-8 jobs are less difficult
than GS-5 jobs; and

e FSS-8 also does not link to GS-3; FSS-8 jobs are more difficult

than GS-3 jobs.

In this case, the difference; in medians were largér'than_would be

expected by chance one time in 100 or less; and the results appear in the

following table.

STATISTICAL TESTS:

RESULTS OF THE STATISTICAL TEST

FOR THE SUPPORT LEVEL PAY GRADES

FOREIGN SERVICE POSITIONS CIVIL SERVICE POSITIONS MEDIAN
N . EST DECISION
Pay No. of Median Pay No. of Median T
Grade - Jobs HP Value Grade Jobs HP Value RESULTS , RULE
FSS-4 5 136 Gs-11 5 185 NS Link
: GS-9 20 145 - NS Link
FSRU~7 6 98 GS~9 20 145 p<.01 | No Link
’ -GS-7 20 112 . NS Link
GS-5. 10 89 NS - Link
FSS~7 8 96 {Gs-7 20 112 p<<.005 No Link
GS=5 10 89 .NS - Link
FSS-8 8 73 GS-5 10 89 p<L.01 No Link
Gs-3 10 53 p<£.01 No Link
-44-
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: i
It is possible to define the relative position of the several Support

Level.pay grades to complement (or supplement) the results of'the linkage
analyses. Given this .approach, the following relatlve p051t§on of Forelgn
Service and Civil Service pay grades was fcund: j
e FSS-4 can be positioned at GS-9 or GS-11 (due to the great range
of difficulty in FSS-4 positionms).
‘@ FSRU-7 does not link to GS-9, but does link to GS-5 or GS—7
'@ FSS-7 and FSS-8 fall between GS-7 and GS-3 in. dlfflculty.
FSS-7 can be linked to GS-5, while FSS-8 jobs are less dlfficult.
than GS-5 but more difficult than GS-3. i
; However, inspection of ‘the ranges of job dlfflculty indicates chat some
FSS-7 jobs are as difficult at GS-7 jobs, but FSS-7 links to GS-5 because
the entire range of GS-5 jobs fall within the range of job difficulty of
the "sample FSS-7 positions. Inspection of the FSRU-7 data suggests that
FSRU-7 jobs all fall in the range of difficulty of GS-7 jobs. Hence, the
statistical linkage at this level is sustained by the relative positioning of
FSRU-7 and GS-7. . For FSS-8, the median job difficulty (73 HP's) fell between
GS-5 (89 HP's) and GS-3 (53 HP's). However, inspection of the data revealed
that some FSS-8 jobs are as difficult as GS-5 jobs, while other FSS-8 jobs
are as difficult as GS-3 positi?ns. Hence, thevrelative positioning of

FSS—-8 jobs is between GS-3 and GS-5.

-45-
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G. GRAPHIC ANALYSIS OF RELATIONSHIPS BETWEEN THE FOREIGN SERVICE AND
CIVIL SERVICE PAY SYSTEMS ‘

A series of graphic anaiyses were made of the relationships between
job content in the State Department and Federal Civil Service pay systems.
In particular, a series of comparisons were made using the median HP
values at each level of each pay grade., Since the jobs at each level were
evaluated on a common sca;e (Hay Points), it was possible to analyze the
data between pay grades within a system, as well as between the various
pay systems. Thus, one éan compare FSS=4 to FSS-7 to FSS-8 job cortent,
as well as ‘comparing FSS-4 to GS-9 or FSS -7 to GS-5. These analyses help
to integrate the results of analyses presented prev1ously.

Separate analyses were made for: (1) the FSO pay grades and the Civil
Service pay grades judged to be similar; and (2) the Support Level pay
grades and the General Schedule (white-collar) payrgrades judged similar.
The analyses took the form of graphic depictions of the relationships
between the job content in the State Department and the Civil Service.

The actual relationship between the various systems can be inferred from

inspection of the median HP values at each level,

1. Analysis of Relationships at the Foreign Service Officer Grades

Figure 1 indicates the relationships at the FSO~1 and FSO-2 versus
GS-18 level which was found in all previous analyses in this study. The
possibility that GS-18 is positioned between FSO-1 and FSO-2 in difficulty
is suggested by the graph. .

At the FSO-3 level, statistical analyses had suggested that linkage

might exist with GS-15; and this possible linkage is depicted in Figure 1.
The stat1st1ca1 linkage of FSO-4 and GS~14 is also shown in Figure 1, as

is the relatlonshlp of FSO-6 and GS-11. Although this was a statistical

linkage, the medians are not very similar.

Inspection of Figure 1 also suggests that job content in the State
Department FSO ranks may increase geometrically. Thus, the range of HP
values from FSO-2 to FSO-1l is much lerger than the range of values from
FSO-3 to FSO-2. A similar but less pronounced finding is suggested for
the GS system. Finally, Figure 1 suggests that the increase in job content

from FSO-2 to FSO-1 is much greater than the increase from GS-15 to GS-18.

=-4G~-
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‘ COMPARISON OF THE MEDIAN DIFFICULTY OF POSITIONS IN
SELECTED PAY GRADES OF THE FSO AND GS CLASSIFICATION SYSTEMS

i

HAY -

FOREIGN SERVICE OFFICER POINTS -CIVIL SERVICE GENERAL

PAY GRADES SCHEDULE PAY GRADES
— 900 —
— 800 —
FSO~1 mmpp-|
(736) — 700 -
— 600 - (627)
FSO=2 wmmie
(521) — 500 -
- FSO-=3 mmee ~<Puneme GS=15
" (420) — 400 — (420)
. FSO-4 wmepp-{ :
(318) [~ 300 ] agtme GS-14
{293)
™ 200 | g gs-11
FSO-6 wmmp> (185)
(166) ’
FIGURE 1
-47-

Declassified and Approved For Release 2013/03/13 : CIA-RDP90-00530R000902240001-9



Declassified énd Approved For Release 2013/03/13 : CIA-RDP90-00530R000902240001-9

i

2. Analysis of Relationships of General Schedule Support Level
Pay Grade to Comparable Foreign Service Pay Grades

A separate anélysis was made of the relationship between job content
for the General Schedule pay grades and Foreign Service Support Level pay
grades. In this analysis, the median HP values for the State Department pay
grades (FSS-4/7/8) were compared to the median HP values for.the varicus
Federal Civil Service pay grades. 7

Figure 2, illustrates the statistical linkages observed between FSS-7
and GS-5, although FSS-~7 jobs appear more difficult than GS-5 jobs. They
position near GS—%. The relative positioning of FSS-8 between GS-5 and”GS-3
is shown in Figure. 2. A positioning at GS-4 is suggested by the graph. The
positioning of FSS-4 with respect to GS-9 and GS-11 indicates that, although
statistical linkages were found at both GS-9 and GS-11, the typical content .
of F$S-4 positions falls nearer GS-9 than GS-1l.

-48-
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COMPARISON OF  THE MEDIAN DIFFICULTY OF POSITIQNS IN
SELECTED PAY GRADES OF THE FSS AND GS CLASSIFICATION SYSTEMS

HAY ]
SELECTED FSS PAY GRADES |\ POINTS SELECTED CIVIL SERVICE
PAY GRADES —
— 200 —
Gs-ll e rn e -
— - (185) . Y
L~ 150 — _
-d_-—GS-9 '
S — 145
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(136) —
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- (112)
. FSRU-7 10 )
(98) ﬁ— o4 -
- FSS-17 : C o egemem GS -5
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FSS—8 mmmio] S
(73) b
= GS -3
— 50 (53)
FIGURE 2
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H. SUMMARY FINDINGS

A

The following linkages are suggested by the results of the statistical

tests and inspection of the medians:

- FSO-1 and FSO-2 jobs are about as difficult as GsS-18 jobs, with
FSO-1 and GS-18 a more defensible link.

-« FPSO-3 jobs are about as difficult as GS—iS jobs.

- FS0-4 jobs are about as difficult as GS-14 jobs, but this inter-
pretation applies only to the median FSO-4 position because of

‘the wide ranée of difficulty found atﬁthe 0-4 level.

- FSO-6 jobs are as difficult as;Gsfll jobs, and more difficult than
GS-9 jobs.

- FSS-4 jobs could-link td GS-9 or GS-11 with GS-9 more defensible,

- FSRU-7 jobs could link to Gs-7 jobs.

- FSS-7 jobs could link to GS-5, or be pbsitioned at GS-6.

- FSs-8 jobs do not link to GS-5 but are more difficult than GS-3,
‘yith relative positioning at GS-4 suggesied.

As anticipated, it was not possible to establish a precise corres-
pondence between the several Foreign Service classification systems and
that of the General Schedule. Similarly, possible historic misclassi-
fications were perceived, especially at the SUpéort Level positions.
However, the fbregofng results provide the iﬂitial basis for establishing
a félationship and/or integration of the two classification systems, once
the ambiquities of job definition have been removed through a selective

examination of current classifications.

~50-
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_VI. DOMESTIC CASH COMPENSATION COMPARISONS
A. METHODOLOGY

The data generated by the job evaluations performed in this study

provide a wealth of information for several types of analyses.

1. Analysis of Salary Practices

Job content evaluatlons lead dlrectly to the creation of scattergrams
whlch are developed to deplct the base salary (and other compensation) practice.
The Illustratlve Scattergram, Exhibit A, permits the comparlson of base
salaries with the measured job content of positicns. Each evaluated i
position can be represented on the scattergram by locating a dot at the
intersection of the job content point value (horizontal scale) and the
annual salary (vertical scale) Since rank-in-person prevails within the
Foreign- Service, the rank of the position's incumbent may or may not accord
with the classification of the job. Consequently, Foreign Service salaries were .
determined by using the midpoint of the range of the grade at which the
evaluated Foreign SerVLCe pesition was cla551f1ed N

Experlence has shown that salaries generally bear a reasonable relationship
to'the relative difficulty and importance of positions; and the pattern
of dots in Exhibit A shows that, overall, salaries are increasing as job
content increases. Naturally, the exactness of this relationship will
vary among organizations depending on their past salary programs.

The relationship of salaries to job content points can be further_m
illustrated by the addition of a line of central tendency, as shown in
Exhibit B. Such a tendency or regression line (or lines) is developed
from scattergram patterns in order to fairly describe or represent the
salary practice or policy depicted by the pattern of dots, This is ac--
complished by fitting a line to the pattern of dots by taking into ac-
count the relative "pull" of individual positions or groups of positions.

The lines of central tendency representing various Foreign Service compens-
ation policies were calculated by a linear regression analysis.

Hay experience in the private sector is that with a salary structure
encompassing only exempt or management level positions, we would expect
the line of central tendency on a scattergram to consist of one straight

line. There would be no bends (doglegs) or breaks. Such a situation

-5]-
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would reflect good internal consistency across the job content spectrum
in terms of relating dollars of compensation to increasing job weight.

In the public sector such a finding is not the rorm for typical
public sector organizations., Bends (doglegs) or breaks in lines of cen-
tral tendency are usually evident indicating that some force other than
job content and normal performance considerations is exerting an influence
on the salary pattern. The particular cause or causes of segmented or
doglegged trend lines is sometimes difficult to identify, but commonly

found influences include:

° An inconsistent approach, at various levels of the job content
spectrum, toward the relationship which should exist to external

pricing criteria.

) A tendency to relax or become inattentive to the "care and
feeding" of certain personnel levels from a compensation view-
point, perhaps prompted by the belief that the jobs involved

are not crucial or are relatively unmarketable; and

e  Abnormal lack of seasoning, tenure or good performance (or their
opposites) with respect to certain segments of employees when

compared to the "average" elsewhere in the job content spectrum.

Under certain conditions a multiple salary practice may also represent

external forces other than the normal market relationships. Thus, with

-respect to Federal General Schedule employees, pay reaches a maximum ceiling

of $47,500 because of legislative constraints. 'In this instance, the pay
line is flat at some point, and all jdbs beyond that‘point are paid the
same,

The degree to which salaries are increasing is represented by the

‘"slope" of the line of central tendency. "Slope" is the rate of increase

in salary dollars for each job content point increase. The angle of ;he
slope indicates how conservatively or liberally differences in job content
are rewarded. If the line is very steep, job content differences are re-
warded at a relatively high rate; if the line is flat, the organization would

not be rewarding job content differences at all and would be paving the same

54~
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" salary for all positions.

One final type of analysis employed in studying scattergrams, especial-
1y for exempt or professional positions, concerns the pattern of dispersion
around the line of central tendency. "Dispersion" refers to the "spread”
between the low and high salaries at particular job content levels.

In scattergrams for professional positions, it is not uncommon to
find a pattern of dispersion around the line of central tendency, i.e.,
the practice is usually found to be within a range of 20% below and 20%
above ‘the 1line of central tendency. Thus, we consider the line of central 
tendency to represent 100%, and we would expect the majérity of positions
to be within this 80% (for minimum) to 120% (for maximum) range. This is
referred to as a 50% range spread, that is, the top of the range, or maximum,
is approximately 50% greater than the minimum, or bottom of the range.

The 50% range spread takes into account the differences in salary which
might be .attributed to a'number of factors such as length of service in jobs
of the same content value, For instance, the consultants would expect to
find a person whd had been with an organization for five years eafning more
than another in'a‘similar position, who had only been with the organization
for a few months.

In Exhibit C, this 50% range has been placed around the line of central
tendency from the previous exhibit, As can be seen, most of the positions
are within the acceptable or "typical" range with the exception of a few
jobs falling outside these range limits., Overall, though, the dispersion
indicates equitable treatment of similar positions within the orgénization.

To obtain the range limits presented in Exhibit C, the following cal-

culations were made:

. First, at two extreme points along the line of central tendency
in Exhibit B (600 points and 2100 points), dollar values were iden-
tified. At 600 points, the dollar ValueAis approximately $14,100.
At 2100 points, the dollar value is approximately $31,000.

® Then, to determine the salary range "limits:"

- Multiply $14,000 and $31,000 by .8 =
$11,280 and $24,800, respectively =
Minimum Values at 600 and 2100 points.

- Multiply $14,100 and $31,000 by 1.2 =
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$16;920 and $37,200 respéctively =
Maximum Values at 600 and 2100 points.
‘Examination of the degree of dispersion around the%liné of central

tendency in an existing salary practice scattergram gives a rather strong

clue concerning two points:

] The degree to which previous methods of job content assessment or
classification for pay purposes generally accord with job content
judgments that have been made using a systematized method of job

evaluation; and

) A "feel" of the variation in average pay caused by factors such

as length of service or performance variations.

The translation of a scattergram of dots into a lihe representing
a "salary practice" is useful for a number of reasons in examining the
current pay policy of the Foreign.Sefvice. Primarily, it permits analyses
of the degreé of internal equity and evidences areas of possible misclas-
sifiﬁation. Further,'an examination of the breaks or bends in the line of
central tendency permit an explanation of some of the salary practice
forces which have tended to influence compensation patterns of ‘certain levels
of persdnnel. FPinally, anvékamination of the slope of central tendency
indicates how conservatively or liberélly differences in job content are

being rewarded.

2. Analysis of Compensation Cdmparability

The line of central tendency resulting from the scattergram analysis
also permits direct comparisons to be made of the salary practice line(s)
in the Foreign Service with the salary practice lines, as well as other
compensation practice lines (e.g., benefits), of external sectors or market-
places.

The analysis of external competitiveness is another key step in main-
taining a cash and noncash compensation program in which all elements of a
compensation structure are kept up to date. Since this fact is clearly
recognized by the Pay Comparability Act, Foreign Service data was compared
to the General Schedule, and the U.S. private sector, domestic and over-

'seas, using the methodologies discussed above. For example, from General

-57~
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Schedule positions, previously evaluated and assigned job content "weights"
by Hay, a scattergram was developed to depict Professional and Support Level
‘average pay practices and a line of central tendency developed from the
scattergram. '

Exhibit D compares the hypothetical base salary practice, denominated
H, presented in Exhibit B, to a Hay private sector survey group. The mul-
ﬁiplé (solid) lines represent the distribution of the survey participants,
i.e., 25% of thevparticipants are between Low (L) and First Quartile (Ql),
between Ql and Average (Av), between Av and Third Quartile (Q3), ana between
Q3 and High (H). Private sector comparisans in this study are presented
in this fashion in order to permit a more precise appreciation of
market posture relative to the survey group. Here, in Exhibit D, the
hypothetical base salary line, begins and ends below the low line of the

marketplace -- an obviously non-competitive position.

~58-
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B. CURRENT FOREIGN SERVICE SALARY POLICIES

et LB R
R

1. Overview ‘

As described earlier, the job content evalugtion process results
in the assignment of job content peints to each'ﬁosition. It is then
possible to represent each positién on a scatteﬁ;ram by locating a dot -
at the intersection of the job content point vaiue (horizontal scale)
and the annual salary (vertical scale) currentl} being paid to zach person
holding a particular position. :; .

Chart 1, presents a scattergram of all 1i9 Foreign Servige position§
_evaluated in the FSO, FSR, FSRU, and FSS classes. The annual saléry.(veéticai
scale) plotted for each position reflects the midpoint of the salary(range for
which the position is classified.l/ The data presented throughout the repoFt are
expressed‘in both client (P) and Hay (H) peints. '

One initial observation which.can be made from this scattergram is
the wide dispersion of jobs along the norizontal (job content) axis, [IDis-
‘persion" here refers to the "spread" between low and high job content poihts (P)
of positions at similar salary levels. For example, at the FsO-, FSR-, and FSRU-
5 level, job content varies from 383 to 860 points, yet all of the positions
have the same midpoint salary. '

similarly, an analysis of the vertiéal dispersion of salaries at the
same job content level indicates that positions at similar job weights are
classified at several different grades either within the same FS System or
spanning across different systems. For example, at 275 points, one position
is classified as FSS-6, one as FSS-7, one as FSRU~6, and four at FSRU-7.

In a classical setting, salaries should increase in relation to
increases in job content. However, a number of traditional personnel
practices at the Department of State can be. considered as explanations

for this content dispersion at similar pay grades:

° Rank~in-person

This practice, traditional to the Foreign Service and other
organizations (military and academic), which places a premium on

individual expertise, versatility, and intra—organizational mobility,

Y For example, the FSS-10 position at 194 client (Department of State) job conten.
points is currently receiving a midpoint salary policy of $10,795, while
an FSS-9 at 154 job content points is receiving a midpoint salary of
$12,043. All midpoint salaries utilized by the consultants are presented

in Volume II, Appendix F.

-60~
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understandably assigns personnel to a variéty of positions with
varying job contant irrespective of grade., The Foreign Service,

in particular, with its stringent entrance requirements and need
for personnel mobility, utilizes rank-in-person to "stretch" the
capabilities of its personnel in order to broaden their knowledge
and experience and thereby develop a capability to "land running"
anywhere in the world. This is by no means an inappropriate system
or practice so long as considerations of internal eguity are an

element of the promotion and career development process. -

° Misclassification

Some of the dispersion depicted may also result from the mis-
classification of positions. During the sampling and linkgge phases,
the consultants noted irregularities in the classification of some
positions;'and the Department is cognizant. of this situation énd is -

currently working toward more precise job definitions, as warranted..

° Statutory Salary Compression

The effect of the Federal pay cap at the senior levels also
contributes to the dispersion discontinuities, as will be graphically
shown. One effect_ofithis condition is to "force" jobs with different
content or degrees of difficulty into the same salary levels. This
is highlighted within the Foreign Service, a small cadre relative to
other Federal entities, where senior personnel, meny of whose salaries
are capped at $47,500, are frequently moved between assignments which
would otherwise be differentiated but for the compression. Obviously,
similar situations exist at the senior levels throughout the Federal
establishment.

It must be noted, however, that proper.job classification in
a rank-in-person system should serve to define not only the job but
the appropriate range of personnel ranks appropriate for inéumbency.
In other words, the classification process should recognize that
position X may properly be encumbered by officers of rank B, C, or
D. This "banding" enhances the assignment process by relating job
content to a suitable range of capabilities defined by rank. It is
quite possible that current misclassifications within the Foreign
Service result from an attempt to accomodate the legitimate needs
of rank-in~-person without the benefit of sufficientiy precise under-
standings of relative job difficulty.

-62-
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e  External Market Influences

Another possible explanatién for the vertical salary dispersion
at the lower end of the job content continuum is the pressure exerted
by the marketplace on secretarial, clerical, and technical positions.
Salaries for these types of jobs have been traditionally influenced by
the relatively high salaries being paid by a vériety of private sector
organizations. Furthermore, the special need of the Foreign Service
for highly—educatéd secretaries capable of immediate overseas adaptation,
and communications,speciaiists not commonly found in the marketplace,

may also have'neceSSitateé salary practices which respond to these
requirements. S

After examining the base saléry policy scattergram of all Foreign
Service jobs, lines of central tendency were calculated by'linear regres-
sion anaiysis for each of the four Foreign Service classes -- FSO, FSR,
FSRU and FSS. While Chart 1 permitted a visual comparison of current mid-
point salaries with the measured job content of positions,'the current
salary policies of the Foreign Service can best be'examined by developing
lines of central tendency, as presented in Chart 2. .

Four lines of central tendency, one for each Foreign Seréice class,
were developed in order to determine the degree to which salaries increase
as job content "size" increases within each system.  Each line is drawn
to encompass the approximate range of position content within each Foreign
Service system, e.g., the FSS line exiends from 169 to 571 job content (P)
‘points. Through examination of these tendency lines, it is possible to
compére the relationship in current salary policy amonglpositions in each
of the four systems.

It should be noted that four evaluated positions were determined
to be "sports" or "outliers" and Were not included in the central tendency
calculations because their aberrant nature, e.g., obvious misclassification,
would have distorted the tendency_lines and adversely affected the repre-
sentation of salary practices for each class.

One of the initial observations which can be made from Chart 2 is
that salaries being paid at the upper management and policy-making levels
(1200 to 2600 job content points) do not increase proportionately to
increases in job content "size", This is a common and.obvious finding in

the public sector due to the imposition of the statutory salary ceiling -- salary
_6 3_
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differences among these positions are virtually nonexistent. Less than

$200 separates the highest'paid position ($47,500) from the lowest ($47,392).
In a.range cf industrial'job content equivalent to that shown for the posi-
tions in Chart 2, the range of salary difference would exceed 340,000.2/
The4break in the éalary policy lines at 1100 to 1200 job content points
highlights the effect of compression. If salaries at Foreign Service

grades 1 and 2 were permitted to progress in relation to job content and

the statutory plateau was removed, the tendency lines might join to form

a single line. ) : » ' '

In developing scattergrams to variou31§ assess the compensation policies
of the Foreign Service, it is important to cohsider the "markets" from which
employees are recruited and against which they are intended to be comparably
paid. Thus, in order to make éppropriate compensation comparisons, the
Foreign Service practices should be presented in ways which most meaningfully
relate'to the types of “"markets" in which the Department of State competes
for Foreign Service personnel. fhe most common means is to differentiate
staff support positions from professional positions because market influences
upon these nositions are ofiten very distinct and the job coﬁtent of these
two grouéé is understandably different in nature and scope.z/' -

SupporE staff positions are most often recruited from "localvmarkets,ﬁ
while the recruitment of professional positions is generally defined and
influenced by nationwide salary competition. As would be expected,
salary practice patterns differ between.these two markets, i.e., local
versus national. '

For example, at the support staff levels a salary practice line might
have a "steeper" slope than a salary practice line for professional-level

positions. Often, local market conditions permit a relatively low starting

1 L. . . , .
Y Hay Compensation Comparison, Base Salary, Bonus and Non-tonus Companies,
Chart A, 1978 Average Participant Practice.

2/

In the private sector, these two employee groupings are identified by
reference to the Fair Labor Standards Act, which stipulates provisions
for "exempt" and "nonexempt” positions. Nonexempt or staff support
jobs are those which, because of their routine nature, £ail to meet

the test for exemption from the overtime requirements of the Fair

Labor Standards Act. Typically such jobs perform secretarial, clerical
or technical £functions.

~65=
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salary for éuch support personnel, but in order to retain and motivate these
employees, compensation increases must be more frequent.and considerable
within ‘a smaller range of job content than for professional positions.

Support staff salaried jobé are not only compensated differently than
professional positions, but are more limited in scope and freedom to act
than are professional-level jobs. The emphasis, therefore, is on duties
and skills, rather than on broad accountability for end results. However,
the skills these jobs require should not be underestimated or inadequately
rewarded. The demand is high for employees with such skills as is reflected
in the competitive compensation which must be offered to attract and retain
them. ‘ | _

For these reasons, the consultants determined that the most meaningful
salary compensation comparisons would be achieved by differentiating Foreign
Service jobs in terms of job conteyt distinctions for O?ficer Level and
Support Level personnel. ' f ' »

Hay experience has generally estéblished that a reasonable "breakpoint"
between support énd ?rofessional positions is'280 client (P) job content.
points, or 100 Hay (H) Points. For the purpoées of this study,_therefore,
Officer Level and Support Level are distinguished at the 280 point threshold,

and are presented throughout in that fashion.

-56=

Declassified and Approved For Release 2013/03/13 : CIA-RDP90-00530R000902240001-9



L

DeCIaS_Sified and Approved For Release 2013/03/13 : CIA-RDP90-00530R000902240001-9

In Chart 2, which depicts tendency lines for the four Foreign Service
classes, two‘classes; FSRU aﬂd FSS, made up of secretarial and communica-
tions pcsitions, dominate the Support Level threshold below 280 client
(P) job content points. Officer Level positions, which range in job
content from 282 to 2556 client (P) points, are composed of all four classes
and the five sampled occupational groups, including secretarial and communi-
cations jobs evaluated above 280 points which function in a largely admin-
istrative and professional capacity. Highly specialized positions, security
and cbmmuhications technicians, which would otherwise be regarded as blue
collar in néture, were found én both the Support and Officer Level and were
excluded from both groups because they would normally comprise a separate
category most comparable to a blue collar market. This comparison was

not made because too few jobs of this type wifhin the Foreign Service were

.evaluated to make representative comparisons; however, it must be observed

thét the blue collar positions are generally compensated more liberally
than nonexempt employees at comparable levels of job'content.

After separating the evaluated Foreign Service jobs into the Officer
and Support Lavel groups, ‘lines of central tendency were developed for each

from scétfergrams_of the two groups in order to make direct comparisons to

a number of public and private sector compensation practices.

2. Support Level Base Salary Policy

Chart 3 presents a scattergram and line of central tendéncy for the
Foreign Service Support Level positions. This scattergram is comprised
of jobs in the FSRU clasé, grades 6 and 7 at the upper end (275 P points)
and jobs in the FSS class, grades 7, 8, 9 and 10 (between 271 and 169 P
points) .. These jobs are from the secretarial and communication areas, and
include positions in both domestic and overseas locations. The Chart indi-
cates a relatively "tight" dispersion of salaries of positions with similar
job content. For example, four FSS-8, 9, and 10, secretarial jobs at 194 P
points receive the same job content evaluations and are compensated at three
levels. Similarly, at 247 P points, an FSS-8 job, an FSRU-8 job, and an

FSS-6 job are evaluated identically and are paid at different rates.

Each of these is a Support Communications Officer position.
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As discussed earlier, these conditions ma§ reflect either the

’legitimate effect or rank-in-person or the less desirable circumstances of

misclassification.

3. Officer Level Base Salary Policy

Chart 4 presents a scattergram in P points and line of central tendency
for jobs at the Officer Level. Here thevdispersion in job content for similar
payuand the dispersion in salaries for positions of- equal job content are
higﬁlighted. The effect of the Feéeral ceiling on compensation for. jobs in
the FSO, FSR, and FSRU classes, grade one and two}'éan also be observed.

This also accounts for the break in the line at 1056 points.

However, the effect of rank~in-person is dramatically portrayed

on the horizontal axis, e.g. at $38,107, FSO/R/RU-3's range in job content

from about 775 to 1350 points; at $30,198, FSO/R/RU-4's range in job content

-from about 510 to 1020 points. Although rank-in-person is a fully accepted

and administratively responsive personnel management approach, the consultants
would suggest that the range of job content at a given rank should be
carefully and consistently administered.

-
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C. SUPPORT LEVEL BASE SALARY COMPARISONS

‘The creation of lines of central tendency for both Support and Officer
Level positions within the Foteign Service now permits a variety of compen-
sation comparisons. As discussed earlier, the Hay data base from which all
comparison data is derived is constrhcted upon the same job content evalua-
Eion methaé;iégy as wefe all Foreign Service positions considered in this
study. This, of course, acutely sharpens the precision and meaning of com-
parisons betwéen the Foreign Service and other public and private entities.

_ As will be seen, the graphic presentations which follow are built uﬁon
. Hay Points (evaluated points which have been correlated to achieve a consis-
- tent standard of comparison),‘although client (P) points (Foreign Service evalua-
- tion points) are correspondingly shown.

With respect to the Foreign Service Support Level positions, the

- consultants identified three separate comparison groups which are appropr;—
ate for a meaningful understanding of the nature, needs and relative market
position of the current Foreign Service Support Level policy as represented

by its central tendency line:

‘@ - . General Schedule Support Positions
® Washington Metropolitan Area Nonexempt Salary Survey
e Selected International Organizations

These three Support Level comparisons are considered by the consultants
to be}éermane because of the implications of GS pay comparability, the base-
line similarity between private sector nonexempt positions and those of the
Foreign Service, and a cémmonality of purpose and environment of International

Organizations and the Department of State.

1. General Schedule Support Level

Chart 5, presents the Foreign Service Support Level base salary policy
against comparably evaluated positions within the General Schedule. The
GS policy line was derived from Hay's data base of evaluated GS positions,
and the salary levels employed are the midpoint of range in GS grade as
of Octeber 1978, the current Federal salary schedule, As Chart S depicts,
the entire Foreign Service Suppoft Lével policy runs consistently ahead of

the General Schedule, i.e., for identical levels of job content, Foreign
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Service base salaries exceed those of the General Schedule. The consultants
suggest, however, that it is appropriate at this juncture to appreciate
certain systemic conditions which are unique to the Department of State and

occur, in the main, at the Foreign Service Support Level. '

° The evaluated Foreign Service positions represent a mix ¢f domestic
and overseas positions which, of course, is not commonly found at

the support levels throughout the Federal Government.

° The demands of an assignment abroad, as defined by the client,
warrant at the very least recruitment standards, e.g;, educational
background, and levels of compensation adequate to meet this

need.,

° The unique utilization of cumulative experience in dealing with
situations péculiar to the Department differentiates even
Support Level positions from the majority of other Federal
agencies and sﬁggests a need for policies and practices which

‘ensure appropriate personnel retention rates at this level.

. The comparison between Foreign Service and General Schedule Support-
Level positions<isappropriate and necessary since both are components of
the Fedéral statutory pay system. However, for a comparison to be meaning-
vful, the characteristics of the comparison group must be recqgnized in order
to fairly distinguisﬁﬁéh otherwise comparable job content comparison. With
respect to the Foreign Service, the Department of State long ago determined
that competent performance and acceptable levels of overseas adaptability
were best attained through the recruitment of Support Level personnel,
especially in the secretarial category, with substantially highek levels
of educational achievement than would normally be required or generally
found in the Federal establishment. In fact, about 50% of the Foreign
Service secretarial cadre hold Bachelor's dégrees and another 10% or so
possess degrees.beyond that level. Similarly, the cumulative experience of
Departmental operations gained through continuous rotation of Support personnel
between Washington and embassies abroad suggests an impetus for the Department
to legitmately seek ways to retain this institutional experience which, of
necessity, is developed only through multiple career experiences. This, of
course, is also a valid consideration for other Federal agencies, but it

would appear to be less significant given the censtancy of location in Washington.
-73-
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2. Washinagton Metropolitan Area Nonexeﬁpt Salary Survey

Chart 6, compares the Foreign Service Support Level positions to the
nonexempt salary practices in the Greater Washington Area. This comparison
group is derived from Hay's Annual Nonexempt Salary Survey which is conducted
in sponsorship with the Washington Personnel Association. The participating
companies represent the business, financial and non-profit institutions which
from the Washington commerc¢ial community; and a list of these participants is

found in Volume II, Appendix H.

The utility of this comparison is two-fold:

e It recognizes the fact that in our economy, the Support Level or
nonexempt salary practices are, unlike professicnal or éxempt levels,
influenced by local rather than national market practices. This is
due in great part to the recognition that positions at this level
are generally recruited locally and incumbents inherently tend to
move between similar job opportunities in the same locale. Conse-
quently, the market practices of a particuiar jurisdiction are
traditionally and properly looked at as the controlling influences

upon hiring and promotion levels. .

° It serves to highlight the differences between two comparison groups

which would otherwise quite properly be seen as similar.

As can be seen on Chart 6, the Foreign Service base salary policy line is
found between the Q3 énd the High of the Washington nonexempt practice -- a

very competitive position in private sector terms. It is appropriate to again
observe, however, certain inherent differences between the Foreign Service

Support Level and those nonexempt positions represented by the survey group.
Given the Departmental practice of seeking Support personnel, notably
secretaries, with a substantial educational background, there is a clear
distinction between the needs of the local market and this particular govern-
mental entity. Although the Pay Comparability Act considers private sector
comparisons to be useful and valid in determining Federal pay, a local market
comparison w1th private sector personnel at the same level may not be entirely
appropriate for the Foreign Service. Indeed, the Foreign Service recruits its
secretazies from throughout the United States; and its Communications and

Security personnel are of such a nature that they are not normally found
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in the private sector nonexempt market place. If the Department were a private
sector entity, its special needs and characteriétics might lead the consultants
to recommend a nonexempt practice at the Third Quartile. Our experience. has
established that this is a competitive position which appropriately permits
management to hire, motivate and retain its employees. Since the Department is
a public institution, the consultants would urge that position classifications,

institutional needs, and recruitment capabilities be closely examined in order

to properly asses the efficacy of its market position.

3, Selected International Organizations

A third comparison is against the composite base salary practicé of

General Service (Support Level) personnel of selected International Organi=
zations found in Washington, D.C.: the Inter-American Development Bank, the
World Bank (IBRD), the Organization of American States, and the United Nations
as represented by the Pan-American Health Organization (PAHO). These organiza-
tions have, to some degree, a similarity of purpose to that of the Foreigh
Service and indeed, for many of the employees encumbering General Service

. po;itions; a job in Washington constitutes an overseas assignment. It is
also clear, however, that these International Organizations possess'the private
sector's ability, unlike the Federal system, to compensate employees in a fashion
unencumbered by the restrigtions of the General Schedule. As Chart 7 illustrates,
conpared with this international grdup, the Foreign Service Support personnel
are slightly below the Q3 at 187 p points‘and move slightly above the Q3 for the
rémainder‘of the policy. If the Foreign Service was a private sector entity,
tﬁe consultants would suggest again that positioning around the Third Quartile
might be an appropriately competitive level and that in this particular circum-
stance, a Foreign Service policy located at or slightly above the Q3 is a suitable
response to market practices given the Department's special needs as it defines
them.
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D. OFFICER LEVEL BASE SALARY COMPARISONS

Looking next to the Officer Level, two comparisons are most suitable.
The General Schedule again is clearly an appropriate point of comparison since
the Foreign Service is part of and structured by the Federal pay schedule
and, upon occasion, Officer Level personnel undertake tours of duty in other
Federal departments and agencies. With respect to private sector comparisons,
however, a national rather than local market is the only appropriate level

of examination.

1. . Generél Schedule Professional Level

Chart 8, presents the Foreign Service Officer Level aéainst the
General Schedule base salary policy for professional positions. As in previous
comparisons, both populations were evaluated on the basis of job content using
standardized methodclogies, and the salary levels for each were established by
using the midpoint of range in grade. As can be seen, the Officer Level base
salary rolicy begins slightly above the General Scﬁedule policy, but moves con-
sistently closer to the General Schedule base salary policy until abéut 210 H
points, where the two policies intersect. The Foreign Service entry posture
is dominated by Communications and Record Officers and Secretaries/Assistants
to U.S. Ambassadors. After 210 H points the Foreign Service policy falls below
that of Fhe General Schedule and grows consistently less competitive until the

statutory pay ceiling takes effect. The critical interpretation resides with

the understanding that the Officer Level is currently composed of four different -

categories, the job content of which varies substantially. Beyond 210 points,

the Foreign Service line is markedly influenced by the introduction of FS0-6,5,4

and 3 positions which control the practice up to 420 H points. Beyond that, the .

statutory ceiling is simply interpreted to mean that at comparable job content
levels the Foreign Service is compensated commensurately with their job content
counterparts in the General Schedule. Between 420 and 630 H points, the Chart

does not distinguish salary differences because of the pay cap.

2. American Business Exempt Level

Looking next to the U.S. private sector, Chart 9 presents the practices
of the American Business community as represented by the 306 multisectoral
companies that participated in Hay's 1978 Cash and Noncash Compensation Surveys.
The participants range from ATST to Zenith; and a complete listing is found in
Volume II, Appendix I.
~78-
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As with every Hay compen$a€ion comparison, ail jobs comprising the data
base have been evaluated and standardiéed using like methodologies. The dashed
line, dencminated M, represents the ba;e salary practice for the 13 selected
multinational companies which éomprisé the.survey group for the overseas
compensation comparisons to be presented later. The consultants have
highlighted these multinationals to establish the fact that these 13 companies
participate in all cash and noncash private sector comparisons employed in this
study. Consequently, their compensation practices, like those of the Foreign

Service, can be independently noted at each additional level of compensation

analysis. They are also identifieé“to establish their base compensation
practice vis-a-vis the Ameriéan Buéiness survey group in its entirety, i.ee,
they are large, representative multinational companies which understandably
compensate at competitive levels throughout their structures. '

Chart 9 shows that agaihst the American Business survey group, the
Officer Level base salary policy line begins ébove the Q3 and holds that com-
petitive position until about 300 H points at which time it £alls below the Q3.
That intersectipn represents the point at which thé FSO (rather than FSR, RU,

. and S) positions dominate the line. After 300 points the Officer Level line
falls below the Q3 (and the average of the selected multinational cqmpanies)
and approaches the American Business Average. After about 430 H points; the
artificial statutory ceiling takes effect, and the Officer Level policy line --
.composed primarily of rank 1 and 2 —— begins about 14% above the survey average;
however, job content increases quickly carry the line below the multinational
companies' average, the Q3, Average, and Q1 of American Business. The uncompe-
titive nature of the Officer Level policy at O/R/RU-2 and 1 is a constant fact
of Federal life at that level; and this effect will be consistently depicted

throughout the Officer Level comparisons.
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E, TOTAL CASH COMPENSATION COMPARISON

Total Cash Compensation is comprised of base salary plus incentive/
bonuses paid in casﬁ; It is a compensation practice which, until the
enactment of the Civil Service Reform Act with its pay-for-performance
provision, was"found only in the private sector. Today, a large number
of U.S. industrial companies include a bonus policy as part of their cash
compensation program while few of the non-industrial companies do.

Looking to Chart 10, the incentive/bonus generally beglns to N
influence compensatlon levels at about 400 H points; and a substantial impact
of bonuses on the cash compensation of private sector professionals occurs
.in the average bonus at 1000 H points, which Hay's 1978 survey revealed was
32% of base salry.

Incentive/bonus amounts are generally related to company practice
and individual performance, and normally are fashioned by a pre-established

- formula. For example, a company may establish a formula which provides for
a $2 million bonus fund‘for having achieved 132% return on investment. This
amount would then be dietributed to all executives eligible on the basis of
their personal performance. ' '

With respect to Chart 10, the overall effect of the addition of a
bonus payment to the survey group base compensation is a slight modifica-
tion of the competltlve posture of the. Officer Level up to about 420 H p01nts,
where it again falls below the American Business Average. At the grade 1
and 2 plateau, the impact is more obvious -- the Foreign Service line is,
invprivate sector terms, only competitive between 430 'and 520 H points, after
which it moves below the American Business Average and Q3, and concludes

approaching the Low line.

- -82-
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VvII. DOMESTIC TOTAL REMUNERATION COMPARISONS

A compensation program includes more than base salary and, in some
cases, incentive/bonuses. A significant portion of the total compensatlon
program (and therefore the total compensatlon dollars spent) is provided
in the form of employee benefits; aﬁd a recent survey of 748 businesses
by the U.S. Chamber of Commerce indicates that, on average, benefits now
total 36.7% of payroll. Therefore, to properly assess a compensation proegram,
Hay believes it is proper and meaningful to compare all elements, a major
aspect of which is employee benefits.

Such employee benefits generally include life, medical and disability
insurancg programs, retirement plans, sick leave, holidays and vacations.
For private sector executives, they may also include special items sometimes
referred to as "perquisites" such as company-provided automobiles, club
memberships, and so fofth. By adding the coﬁpensation provided through
employee benefits to the cash compensation paid, the consultants are able
to reach a comparison of the Total Remuneration provided domestically. 1In
the opinion of the consultants, this is the most appropriate measure to use
in comparing compensation programs since it inclué;s all elements of compen-—

sation for which the employer incurs costs.

A. Methodoiogz
Iﬁ order to achieve a meaningful comparison, an appropriate compensation

"yalue" must be placed on the various employee benefits offered. The first
measure which Hay Associates considered when it pioneered the development of
Total Remuneration comparisons some years ago, was the "actual" costs incurred
_ by the employers for each benefit provided. However, closer examination of
those costs indicated that they are not always representative of the level

of benefits provided to the employees, €.G., two companies with identical

life insurance programs were incurring substantially different costs. This
was due to a number of factors, among which were the average age of the
employees insured and the insurance purchasing "ability" of the two employers.
BY "standard121ng" the factors which -impact on the cost without impacting

on the value of the benefit to the employees, Hay was able to establish com-
pensation values for each benefit which permit meaningful comparisons while

being representative of the employer cost for such benefits in a typical

U.S. company.
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It should be noted that the Office of Personnel Management (CPM) is
now designing a total compensation comparability system which is quite
similar to the one Hay has employed for a number of years. The principal
difference between the two systems. is that OPM bases its "standardized
costs" on the costs to the Federal Civil Service if they were to adopt the
benefits program of each employer in the comparison group, whereas the Hay
Benefit Valuation System is based on the costs to an average U.S. employer.
However, based on Hay's experience in the utilization of different "standards,"
we would expect the compensation "yalue" of the Foreign Service beneflts
program to maintain the same position relative to the benefits ptograms in
our comparison groups when using the OPM or Hay system. .

A discussion of the Hay Benefit Valuation System and the representative
values for the various benefits in the system are given in‘Volume 11,

Appendix J .

Like its data on cash compensation practices, Hay has also obtained from
the 306 American Business Companies. detailed information on their employee
benefits from which compensaticn values were established utilizing the
methodology just described. The‘consultants followed this same procedure
in valuing the Civil Service and Foreign Service benefits programs. A summary
of the benefits provided by the American Business Survey participants, the
13 selected multinational companies, the Federal Civil Service and the Foreign
Service is shown in Volume II, Appendix K. Since a number of benefits, such
as sick leave and pensions, are related to salary or total cash compensation,
the values were established at the appropriate compensation levels applicable
for each organization at spec1f1ed levels of Hay evaluated ]Ob content.

The compensation value for the total benefit program at each specific
level of job content was then added to the compensation practice at that job
level (base salary or total cash compensation, as applicable), to obtain a

Total Remuneration practice for each organization in the comparison group

as well as the Poreign Service. g

B. General Schedule Supvort Level

Chart 11, provides a comparison of the Total Remuneration

for Support Level positicns in the Foreign Service and Civil Service
Included in Total Remuneration are the base salary policies shown on Chart 5,

plus the compensation value of employee benefits.
-85-
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As the chart indicates, the Foreign Serviée‘é Total éemuneration is
slightly higher (or improvedj relative to the GS base salar§ policy cémparison
(Chart 5). This is due to the fact that although the Foreig; Service benefits are
gerierally identical to the Civil Service benefits, the Foreign Service
pension plan is more generous than that of the Civil Service. This differ-
ence is reflected by the fact that the Foreign Service's Support Level
Total Remuneration policy is approximately 22% higher than the GS practice
at all levels of job content addressed in this study.

The differences in the pension plans are found in (a) the benefit
formula with the Foreign Service plah providing 2% per year for all years
of service while the Civil Service plan provides lesé than 2% per year for
the first 10 years of service énd (b) the normal retirement age, &/ 60 for

most Foreign Service employees versus 62 for Civil Service.

C. General Schedule Professional Level

Chart 12, provides a comparison of the Total Remuneﬁation for
Officer Level or professionél positions within the Foreign Service and General
Schedule. Again, Total Remuneration includes the base salary policies shown
on Chart '8 plus the compensation value of employee benefits as computed by the
Hay Benefit Valuation System.

The chart indicates that the Foreign Service's Total Remuneration for
its Officer Level is slightly higher relative to the GS base salary policy
comparison. As noted earlier, this is due to the fact that the Foreign Service
pensioh plan is more generous than the Civil Service pension plan, and the
effect is most clearly seen at the statutory plateau. Consistent with earlier
findings, however, the Foreign Service remains very competitive until about

220 H points and progressively less competitive through 420 H points.

1/ "Normal retirement age" is actuarial terminology for the age at which an
employer normally expects employees to retire. It also represents the
age at which an employee may retire on a full accrued pension, although
many pension plans now offer full pensions prior to normal retirement
age, subject to certain conditions.
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CHAry 12
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Vo
D. American Business Exempt Level

\

Chart 13 provides a comparisoh‘of the Total Remuneration policy for
Officer Level employees of the Foreign Service versus the range of practices
of American Business as well as the average practice of the selected 13
multinational companies. The Total Remuneration depicted includes the Total
Cash Compensation policies/practices shown on Chart 10, plus the compensation
value. of employee benefits.

Up to 400 Hay points, the Chart indicates that the Foreign Service's
Total Remuneration policy is approximately thé same relative to the American
Business practice as the Foreign Service's base salary policy is relative
to the American Business Total Cash Compensation. This reflects the fact that
the Foreign Service benefit program is of equivalent employer-paid value to
the average American Business programs for those position levels.

Up to 240 Hay points, the Foreign Service policy is extremely competi-
tive, but between 240 and about 400 H points, it proceeds to fall below
the average of the survey group and the selected multinational companies.
Above 400 Hay Points, the Foreign Service's Total Remuneration policy is'
noticeably better relative to the American Business practice as is its base
salary practice is relative to the American Business Total Cash Compensation.
However, its position after about 560 H points is again progressively less
competitive. The relative improvement is due to the fact that Foreign
Service benefits are substantially more generous than those provided by
American ﬁusiness. This is clearly reflected in the compensation value
placed on the Foreign Se;vice benefits versus the value placed on the average
American Business benefits. For example, for an individual earning $45,000
per year, the compensation‘value of the Foreign Service and average American
Business benefits represent 37.5% and 33.0% of earnings, .respectively. This

.jresult is particularly interesting in light of the fact that perquisites
{such as cars, clubs, etc.), which are often provided to American Business
executives at that earning level, are not generally available to Foreign
Service personnel.

The reason that the Foreign Service's benefit program is equivalent
to the average program of American Business at the lower job levels vet

better at the higher job levels is due to the mix of benefits. At the
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CHART 13

Department of State
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lower levels, the higher pension plan value of the Foreign Service is
balanced by the larger employer-paid medical plan value of the private sector.
While the medical plan values are the same at all levels, and therefore the
difference in such value between the Foreign Service and American Business
is constant at all salary levels, the pension plans are salary related and
a pension value difference of 5% of pay has therefore much greater v=lue
at higher base salary levels.
The position of the Officer Level Total Remuneration relative to the

© 13 selected multinational companies should be particularly noted é;nce

' the two practices wiil be extended in the next sectiqn'to'ihcihde overseas
allowances and benefits. Chart 13 shows that the Fore}gn Service's Totél
Remuneration policy is 25% higher than the selected multinationals' practice
at 100 Hay Points (approximate level for FSO-5 and 7 positions)._ The two
grow closer up to 300 Hay Points (épproximate level for FSO—-4 and 3) whére
the practices are equal; and at about 420 points (approximate level fo;
FSO-3 positions). the TForeign Service's Total Remuneration policy is about
113 lower than the multinationals' average practice. At the statutory
ceiling, the Foreign Service position begins above the average of the
selected multinationals but gradually loses ground up to 500 Hay Points

. where the two practices a#e equal, thereafter becomes less and less coméeti—
tive so that at about 900 points, the Foreign Service's Total Remuneration
practice is 87% below .the selected multinationals' average practice due to

the statutory cap on base salaries.
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VIII; OVERSEAS COMPENSATION COMPARISONS

A. BACKGROUND

The compensation arrangements designed to meet the needs of personnel
overseaé is complex. ‘While the several elements of an overseas plan are
designed differently from employer to employet, the objectives are generally
the same: to assure that employees assigned overseas cpntinue a standard
of living similar to "home", i.e., kept "whole," and in the private sector,
ito provide an inducement to accept an overseas. posting.

‘ The overseas compensation package generall§ includes the following
elements: '

@ Cash Compensation

This includes base saiary, in addition to an incentive bonus
for some private sector companies. In the majority of cases
this base compensation is the same as that paid in the United

States for an equivalent position ahd‘performance.

e Employee Benefits

These include group insurapce and retirement plans in addition
to.time off with pay on the same basis as for domestically-— )
based employees. Most organizations continue the same benefit

plans for employees sent overseas.

e Overseas Allowances

These include all payments or reimbursements provided to

expatriate employees overseas.

e Overseas Benefits

These include any special employee benefit different than that

provided in the U.S.

‘The Overseas Allowances generally represent a very important portion
of the total overseas compensation plan, sometimes exceeding the base
compensation itself. This situation has been caused by the substantially
high inflation found in most countries relative to the U.S. and the substan-
tial depreciation of the U.S. dollar relative to some of the major currencies.
The result is that it generally now costs'substantially more overseas to

maintain a standard of living comparable to that in the U.S.
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Witﬂ over 4,500 Foreign Service officers posted abroad at any given

tlme, the Deparfment of State may be one of the largest expatriate employers
in thc world. Consequentlj, the Overseas Compensation Comnarlsons are perti-
nent to the Foreign Service since they will provide an assessment of the
State Department's overseas allowances practices vis-a-vis those of U.S.
multinational companies as represented by composite data of a selected
group of these companies. Furthermore, by adding,tﬁe value of the overseas
,allowances to the domestic conpensatlon as presented earlier, the con-
sultants were also able to 1ndlcate the position of the Foreign Service's

Total Overseas Compencsation relative to those particular U.S. multinationals.
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B. COMPARISON GROUP

B

The 13 U.S. multinational companies chosen to represent American Business's

overseas expatriate compensation practices are those for which Hay Associates

had readily available data:

‘o . Chase Manhattan Bank
° Cheesborough - Ponds
® Dow Chemical

° Dow Corning

° ESB, Inc.

° General Electric
] General Pood§

) Honeywell

e Inmont

° Kimberly-Clark

- Pepsico
. Union Carbide
] Uniroyal

It should be emphasized that these companies' compensation practices
are typical of those of large U.S. multinational companies; however, survey-
ing a greater number of such employers would more firmly establish

"representativenessﬂ,aléhough the composite practices might be substantially

similar to those presented herein. A comparison of the compensation practices

of these 13 companies against those of 109 U.S. companies with 1978 sales in
excess of $1 billion indicated that the average of the companies' practices

was quite-close to the -average of the designated Billion Dollar Companies.,

This comparison also highlights a point of meaningful commonality since the

Department of State's annual appropriation is more than $3 billion.
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{ C. METHODOLOGY

1. Overeeas Allowances and Benefits

Overseas allowances can generally pe classified as follows:

® Overseas {Inducement) Premiums

These are generally expressed as a percent of salary which is paid
uniformly to all expatriates. No premlum is paid by the U.S.
Government. PriVate sector companies which provide such premiums

usually ‘set them in the area of 10% - 20% of base salary.

e Cost-of-Living (Post) Allowances

These are designed to cover the difference in the cost-of~living
- between Washington, D.C. (or the employee's home base) and the

foreign location; and these are usually updated regularly.

° Hardship Allowances (Post Differential)

These are de51gned to provide a payment for serving in locations

having extraordinarily difficult or unhealthy living conditions.
Most private sector companies follow the State Department practice

. . .- in this area..

° Hou51ng (Quarters) Allowances

These consist either of employer-prOVLGed housing, an allowance
to cover the full cost of housing, or the portion of the cost

in excess of the cost in the U.S. The 8.S. Government's allow-
ances are designed to cover the full costs (although there is a
dollar ceiling) while the majority of allowances in the private

sector cover only the excess above normal or average U.S. cost.

®© Education Allowances

These are designed to cover an extra cost associated with obtain-

ing acceptable American-oriented educatlonal programs for children’

at the primary and secondary school levels. The allowance generally
covers tuition, books, fees, and transportation. In addition, the
Department of State and many private employers pay the cost of travel
to permle dependent children attending college in the U.S. to visit

their parents at the post once a year.

Q5
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® Home Leave _
This is designed to permit the‘expatriate employee to visit the
U.S. on a regular basis (usually énnually or bienniallyf,
The allowance usually covers the tourist class air fare for each

member of the family, with all expenses in the.U.S. borne by the

emplovee.
® Rest and Recuperation (R&R) Leave
This is generally provided at certain hardship locations —— those

having difficult environmental conditions. _The allowance generally
covers the cost of round-trip air fare only; This type of leave

is provided by the Department of State; but it is not generally
provided by the private sector, especially those coméanies which
provide an annual Home Leave, However, of those private sector
companies that do provide R & R, some may also pay per diem, which .

the Department does-not.

. Relocation Expenses

. This allowance generally covers the.total cost of relocating
employees overseas, including temporary lodéing. Some reimburse-
ments are subject to a maximum amount. Employees in the private
sector who sell or lease their home when transferred overseas
will generally be reimbursed for all expenses incutred, including
the real estate commission, while employees of the’?oreign Service

have none of these expenses reimbursed.

° Representation Allowance or Business Expenses Reimbursement

Expenses incurred in representing the U.S. Government or a

company are generally reimbursed in full to‘the employees. However,
a major difference between the Foreign Service and the private sector
is that the State Department pre-establishes an annual amount which
is available at each post for representation while the private sector
companies do not generally have a rigid pre—esﬁéblished limit. This
difference may result in some out-of-pocket costs for Foreign Service
employees who must undertake official entertainment despite the fact
that no representationél funds are available. Expenses for domestic
help are usually reimbursed for only a few senior-level emplovees,

both in the Foreign Service and the private sector.
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° Special Services

Depending on the location, U.S. Government employees may be able

to take advantage of certain services such as duty-free purchases,

military PX and Commissary. These services. are not generally avail-

able to private sector employees.

® Income Tax Allowance

" Non-U.S. Government employees working abroad must pay locai
income tax on their income; and the incdme fax in most countries:
is higher. than in the United States. Most multinational com-
panies provide their employees an income tax allowance, the
objective of which is to ensure that employees would have the
same net income that they would have earned in the U.S. The
allowance{ therefore, covers the difference in taxes or the
domestic compensation plus the full tax on overseas allowances.
U.S. Government employees do not pay local 1ncome taxes, and
all overseas allowances, other than any Hardship Post Premlum

(Post Differential), is non-taxable.

The overseas benefits include any benefit which is different than that
provided for U.S. employeeé. This may include special insurance or pension
benefits or different or additional paid time-off policies. The Foreign
Service and the majority of private séctor companies continue the same
benefits plan overseas. In the area of paid time-off, some organizations,
such as the Department of State, prbvide extra time-off in addition to the
regular annual leave for Home Leave purposes, while otheré, including the
majority of private sector companies, utilize the same annual leave policy,
often subject to a minimum, such as 4 weeks, for Home Leave purposes.

The overseas allowances and benefits which are included in the com-
pariscns which follow are those which both Hay and the Foreign Service
Allowances Staff consider as forming part of an employee's total overseas
compensation plan. Excluded are relocation expenses reimbursement and the

representation of business expenses reimbursement. A summary description

—
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of all overseas allowances provided by the Foreign Service arnd those
generally provided in the private sector, including those provided by the
13 selected multinational companies, is given in Volume II, Appendix L..

The majority of the allowances vary in amount from post to post. Ir
addition, a number of the-allowances usually vary with the size of the
employee's :amily or the age and school grade level of the dependent
children. Therefore, in order to compare practices, iﬁ was necessary to
identify a certain number of representative posts, and determine what family
size would be assumed, and what age(s) and schocol grade level wouid“be

assumed for the dependent child(ren).

2. Assumétions
As a first step, it was necessary to select the posts. Since the

differences between the Foreign Service allowances and the private sector

allowances are not uniform at all locations, it was agreed that the selected

'comparisons be based on the average of the allowance applicable at ten (10)

overseas locations. To assure that the locations chosen would be representa-
tive of the distribution of the Foreign Service overseas personnel, Hay
sought from the State‘Department the ratios of Foreign Service employees
1ocateélin each major geographic area -- Latin America (ARA), Europe (EUR),
East Asia (EA), Near East and South Asia (NE/SA);Tand Africa (AFR). From

the results, and in consultation with the Department's Allowances Staff,

10 locaticns were selected as representative of the Foreign Service personnel

distribution overseas:
° Athens (Greece)
® Behrain (Behrain)

® Bangkok (Thailand)

e Buenos Aires (Argentina)
° Helsinki (Finland)
° Kuwait (Kuwait)

° Ouagadougou (Upper Volta) -
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. Paris (France)
® Rome (Italy)
° Tegucigalpa {Honduras)

As a second step, Hay requested from the State Department data with which
to compute the estimated size of the average Foreign Service family
unit. The result was 2.8722 members per family, which was rounded to
3 members for purposes of calculating allowances (i.e., husband, wife, and
one child). The one child was assumed to be age 13 and in grade 7. A
discussion of the family size calculation procedure is found in Volume 1II,

Appendix M.

-

3. Basis of Comparison

It is important to note that all compensation comparisons in this
study are based on the gross compensation before income tax. ‘The majority
" of the 13 selected multinationals provide an Income Tax Allowance which
_equalizes the total income which the employee would pay in the U.S. on his
U.S. cash compensation. Therefore,. the employee payslU.S. income tax only
on his U.S. cash compensation (the same as a U.S. Government employee abroad)
and receives all overseas allowances on a tax-free basis. _

Since all allowances for Foreign Service employees posted abroad are
non-taxable except for the Hardship Post Differential, the only difference
in the net compensation between.employees of the selected multinationals
and the Foreign Service is the extra tax paid by Foreign Service employees
on the Hardship Post Differential.  Since the Post Difféiential for the
10 posts averaged only 8% of base salary, the consultants felt that a net
compensation comparison would have no significant impact on the findings,
although the competitiveness of the Departmental position would have been

slightly reduced.

4. Basis for Calculation

Drawing upon available  information about the policies governing allow-

ances and benefits ef the 13 selécted multinational companies, Bay developed

| -99-
i
Declassified and Approved For Release 2013/03/13 : CIA-RDP90-00530R000902240001-9



Declass.ified and Approved For Release 2013/03/13 : CIA-RDP90-00530R000902240001-9

a practice which is representative of the median practice among the 13
companies. The utility of this approach is addressed by two surveys of

expatriate compensation, one conducééd by the Conference Board,l/ and

the other by Dr. Cecil G. Howard in the Personnel Administrator.g/ In
addition, it conforms with the State Department's Allowances Staff under-
standing of the typical private sector practice based on their experience
in this area. ' »

The representative multinationals' policy of overseas allowances

- and benefits is described below:

e  Overseas (Inducement) Premium . 15% of Base Salary

' 3 _
) Cost-of-Living Allowance Based on ORc—/ Data
° Hardship Allowance Based on Stéte Department Data

. ' 3/

° Housing Allowance _Based on ORC Data
° Education Allowance . Based on State Department Data
. Home Leave ' . Provided Annually
e ' Home Leave Paid Time-Off 4;weeks Inclusive of Annual Leave

L/ "Compensating Key Personnel>0ve:seas", Conference Board Report No. 574,
The Conference Board, Inc.

2/ "Overseas Compensation Policies of U.S. Multinationals", The Personnel
Administrator, November 1975.

3/

Organization Resources Counselors, Inc.
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D. OVERSEAS ALLOWANCES POLICY COMPARISON

As a first step in comparing the total overseas compensation plan,

Hay Associates developed a comparison of the overseas allowances "policy."
The policy represents what an organization plans to pay in different
locations. It is generally expressed in a document indicating specifically
the methods of determining the amounts to be paid for various allowances
{(for the Department of State overseas employees, the allowances are embodied
in Section 920 of the Standardized Regulations). Some of the allowances
will be uniform for all employees, while some w1ll vary by position level,
salary level, famlly 51ze, age of children, school grade of children, and

so forth.

Since a number of overseas allowances are related directly or indirectly
to salary, i.e., the greater the salary the greater the allowance, it is
useful to compare'overseasballowances at different salary levels in order
to obtain a cdmparison of the overseas allowance policies.

An alternative would be to compare the allowances at different levels
of.job content (such as Hay Points). Since the average salaries of the 13
selected multinational companies are diffegent than those of the Foreign
Service (lower at some job levels and higher at others), the resulting
comparison would be skewed by the differences in salaries and would not be
representative of the allowances "policy." For example, a 10% allowance on’
a $20,000 salary would be shown to be greater than a 15% allowance on a
$10,000 salary even thodbh the policy of paying a l0%*allowance is obviously
less than a "policy" of paying a 15% allowance.

The "Overseas Allowances Policy as a Percent of Salary" table therefore
provides a comparison of the overseas allowances for employees of the Foreign
Service versus the representative policy of the 13 selected multinational
companies, derived by the foregbing methodology. The allowances are presented
as a percentage of salary rather than in dollar amount in order to make the
results more easily understood. The percentages apply to the salary levels
indicated, e.g., at the $22,000 salary leyel, the average overseas allowances

paid to Foreign Service employees at the 10 selected posts is $21,780 or
99% of $22,000.
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SELECTED MULTINATIONAL COMPARISONS:
OVERSEAS ALLOWANCES POLICY AS A PERCENT OF SALARY

1y (2) (3) (4)
Selected —

Salary Level Foreign Service . Multinationals . Difference-
$12,000 154% - 1602 4%
22,000 99% _Y 105% : | 6%
138,000 s 788 . 1lo%
47,000 , . ses s S 208

1/

1/ Obtained by dividing the result of column (3) less column {2) by
column (2). This represents a percentage differential.

As can be seen, the overseas allowances policy of the Department of

 State and the representative poliey of the 13 selected multinational com-

panies are of relatively comparable value -- wzthln 10% of each other --

except at the higher salary levels where the Departmental pollcy consider

ably

is less competitive. It would appear, however, that the’ 1nducenent premium

of 15% of base salary included in the selected multinational companies is

balanced by‘the higher housing allowances provided by the Foreign Service

except at the higher salary levels.

It should be noted, however, that a mlnorlty of the Foreign Service

employees earning in the area of $47,500 (i.e., rank 1, 2 or 3) either are

provided housing commensurate with their diplomatic responsibilities or

receive quarters allowances higher than provided to the other officers at

these levels. The majority of those employees who are eligible for higher

allowances, however, receive no mere than 1% times the regular allowance
for their level. For those officers, the average overseas allowances at

the 10 selected posts would total 71% of pay instead of 59%.
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E. OVERSEAS BASE COMPENSATION COMPARISON

Having established the average value of the overseas allowances for
the 10 selected posts, the consultants were able to extend the previous

comparison of base salary (Chart 9) to include the value of overseas allow-

ances. This results in a comparison of the Overseas Base Compensation which

compares the amounts of compensation which are payable in cash and which are
guaranteed (excluding incentive/bonuses subject to compahy and/or individual
results). The results are shown on Chart 14; and as with all previous charts,
the comparison is made at d1£ferent levels of job content expressed in Hay
Points.

As the chart indicates, the Foreign Service's Overseas Base Compensation
policy up to 420,Héy Points is approximately the same relative to the selected
multinationals as the Foreign Service's base salary policy is to the average
practice of the 13 multinationals shown on' Chart 9. Above 420 Hay Points, on
Chart 14, the Foreign Service's position is less favorable than on the base
salary comparison in vigw of the.less generous overseas allowance.

As the chart indicates, the Fo:eign Service policy is slightly abqve
the avgpage practice of the selected multinationals up to, 240 Hay Points .
{(approximate level for FSO-6). The Foreign Service's competitive position
gradually diminishes up to 420 Hay Points of job content (approximate level
for FSO-3). At 430 Hay Points, the Foreign Service's policy is slightly
above the average and this is due in some part to the effects of the salary
compression. As its policy flattens because of the ceiling,” the Foreign
Service position beyond 460 H points becomes increasingly less competitive.

The results below 200 Hay Points of job content are hypothesized since
few private sector companies actually send nonexempt employees overseas.
However, the lines from 100 to 200 Hay Points were established to-indicate
how the two would compare if the selected multinationals did send
lower management or Support Level personnel overseas in any nﬁmber. It
should be observed here that Foreign Service Support Level personnel overseas

apparently do not receive overtime; and the consistency and efficacy of this

~practice should be reexamined by the Department.
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In summary, this comparison indicates that the Foreign Service's
Overseas Base Compensation policy is reasonably competitive with
- large multinational companies exéept beyond the point where the cap on

salaries occurs. -

5}
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F. TOTAL OVERSEAS CASH COMPENSATION COMPARISON
i

/ By addihg the average incentive/bonus payments made by the 13

selected multinational companies to their Overseas Base Compensation (base
salary plus allowahces) presented on Chart 14, the cohsultants were able
to compare the Total Overseas Compensation which is provided in cash by
the Foreign Service and the selected multinational companieé.

Since U.S. companies generally pay only small bonuses, if any at all,
up to the 400 Hay Point level on Chart 15, the Foreign Service's position,

relative to Overseas Base Compensation, is slightly improved, although

still less competitive. Above 420 Hay Points, however, the Foreign Service's

position is even less competitive in terms of Total Overseas Cash Compensation

than on the Overseas Base Compensation. This compensation position is
reasonably competitive with large multinational companies except beyond the
point where the cap on salaries occurs. _

As with the previous chart, the results below 200 Hay Points of job
content should be viewed academically as few private sector companies send
support level employees overseas. Again, however, the lines from 100 to 200
Hay Poin;s>were established to indicate how the two might compare if, ‘in
fact, the selected multinationals did send lower management or nonexempt

personnel overseas.
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G. TOTAL OVERSEAS REMUNERATION COMPARISON

As discussed earlier, Hay Associates believes that an organization
should consider its total compensation, ihcluding employee benefits, when
making marketplace compariscns.

To achieve a comparison of the Total Overseas Remuneration, the con-
sultants added to the Chart 15 Overseas Cash Compensation (base salary plus
bonus plus allowances) the compensation value of the domestic benefits plus
‘the overseas benefits. The compensation value of each benefit was established
in the Hay Benefit Valuation System”described earlier. B )

Chart 16 presents this Total Overseas Remuneration Comparison. Below
400 Hay Points, the Foreign Service's Total Overseas Remuneration policy is
slightly more competitive, relative to the average practice of the 13zselected
multinationals, than the Foreign Service's Total Overseas Cash Compensation was
relative to the same group of companies. This is due to the Foreign Service's
more generous overseas benefit policy (made up of an extra 15 days per year
credited for home leave purposes, while, on average, the selected multinationals
provide an average of 5 days per year additional for home leave purposes).

The results are based on a "policy"”to "policy" comparison which may.or'
@ay not be the same as actual. For example, the consultants understand that the
average additional paid time-off actually used for home leave is 10 days per
year in the private sector versus a Departmental policy of lS.days. Actual
utilization figures applicable to the selected multinationals are not available,
but since they vary considerably, policies tend to present a useful picture.

Above 400 Hay Points, the chart indicates the Foreign Service's Total
Overseas Remuneration policy is noticeably better relative to the selected
multinationals' poliéy than the Foreign Service's Total Overseas Cash Com-
pensation policy was relative to the average policy of these same companies.
This is due to the higher employee benefits (both domestic and ovefseas) pro-
vided by the selected multinationals at these position levels. It is clear,
however, that the statutory ceiling substantially affects the Senior Officer
Level where the Foreign Service is not competitive.

As with the previous charts, the results below 200 Hay Points of job

content are only established to indicate how the two policies would compare
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if the selected multinationals assigned lower management or support staff
personnel overseas. |

In summary, this comparison ind;cates'that the Foreign Service's Total
Overseas Remuneration Policy is reasonably competitive with large multi-

national companies except where the cap on salaries takes effect.

~110~

Declassified and Approved For Release 2013/03/13 : CIA-RDP90-00530R000902240001-9




.

Declassified and Approved For Release 2013/03/13 : CIA-RDP90-00530R000902240001-9

IX. PROPOSED GRADE STRUCTURES

A. Background

With the conclusion of the linkage and compensation analyses, the con-
sultants utilized the initial findings, as appropriate, to examine the
feasibility of restructuring the multiple Foreign Service classification/grade
systéms in order to (1) establish a more orderly internal framework;. and

{2) meaningfully respond to evolving personnel needs. However, the consultants

emphasized that:

L) All conscious and unconscious personnel pracéices,'under-
standably marked with inconsistencies and exceptions
accumulated over more than 30 years, cannot be immediately

remedied; and

° The sampling of Foreign Service positions, designed and
undertaken for other purposes, permitted only tentative

. propositions.

. The consultants postulated that a number of considerations were essential

elements of any appropriate and workable integration of existing systems:

° Transitionai cost consequences should be minimized.
° Personnel inequities or dislocations should be avoided.
. Rank-in-person flexibility should be maintaiped.

° Structural compatibiiity with the General Schedule
should be sought.

o The special needs and unique circumstances of Foreign

Service employment should be recognized.

° The relationship: of the Agency for International
Develorment (AID) and the International Communications
Agency (ICA) to any new Foreign Service grade structure
(and thus to the General Schedule) must be established

by similar methodologies independently employed.

-111-

Declassified and Approved For Release 2013/03/13 : CIA-RDP90-00530R000902240001-9



Declassified and Approved For Release 2013/03/13 : CIA-RDP90-00530R000902240001-9

Mindful of the linkage and compensation findings, and drawing upon
Hay's public and private sector experience, the consultants statistically
and empirically tested the suitability of a great many hypothesized approaches
and ultima;ely determined that a single Foreign Service classification system/
grade structure most responsibly accommodated the foregoing"criteria. However,
consultant experience has shown that there is no simple formula for grade
structure development; rather, it is a process which can legitimately result
in the development of a number of approaches each of which responds to different
needs of a given client environment.

Here, the consultants blended the understandably broad and sometimes con=-
tradictory criteria with the technical concerns for inter-grade differentials,
grade range spreads, General Schedule linkages, and so forth, and constructed
two alternative Foreign Service grade structﬁreé. These optional approaches --
a nine (9) grade system and a ten (10) grade system -- respond to the criteria
in different ways. It must be emphasized that these alternatives are by no
means the only answers; however, they do represent two possible means of
achieving the infegration of the current Foreign Service classification systems
in a responsible and responsive fashion. '

Both proposed structures are denominated "FS"; and it should be noted that
each has been built around the same relatively small saﬁple of positions.
Although there are several ways to make a transition from the current Foreign
Service schedules to either of the proposed FS structures, the most appropriate
means would require that a broader sampling of positions be evaluated with the
Hay Method, but not necessarily by consultants. The sample size would need to
be comprehensive enough to cover eVery position title within the Department
so that assignment to the proper "new classification" could be made.

For purposes of constructing a tentative grade structure, the consultants
utilized the entire Hay data bank of GS position\evaluatidns. For the linkage
study, a more refined sampling of the total data base was employed in order to
dovetail more precisely the findings with those of prior linkages studies.
However, for grade construction purposes, it was the consultants' opinion that
the use of the total data base was more appropriate, since. these data would
more accurately reflect the broad spectrum of positions encompassed within the
Federal structure. Because more positions are encompassed in the total data
bank, references to GS point spreads and median values in the sections which

follow may vary from those reported in the linkage analysis section.
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B. Option No. 1l: 10-Grade System

Chart 17 presents Option No. 1, and the scattergram upon which the
structure is built represents those positions included in the study ranging
fromn FSS-10 through FSO-3. Levels 2 and 1 were excluded because of their
potential inclusion in an SEG/SFS category. As previously discussed, the
horizontal axis represents Hay job content points, and the vertical axis dis-
plays annual'dollafs corresponding tp,the midpqint‘of the grade in which each
position is currently‘classified. .

The development of the horizontal aspect of grade structures entails

"grouping" into grades those jobs which share the same average, relative
- importance or difficulty. This process affords a check on the detailed point
ratings established in the job measurement process discussed earlier, and also
facilitates salary administration for large categories of employees. The job
content point spread for each proposed "new" FS grade in Option No. 1 is shown
in the table beioﬁ.'

' OPTION NO. 1

' PROPOSED JOB CONTENT

FS. GRADE POINT SPREAD

1 447 and above
2 344 - 446
3 . 265 =~ 343
4 204 - 264
5 157 -~ 203
6 121 -~ 156
7 102 - 120
8 86 =~ 101
9 72 - 85
10 60 - 71

In constructuring the horizontal point spreads for each grade, successive Jjob
grade minimums are related to each other in constant ratio; For Grades FS-10
through FS-7, the consultants utilized a constant of approximately 19%. For
example, the minimum of Grade FS-10 is 60 job content points; the minimum of
Grade FS-9 is 72 jocb content points, which is approximately 19% greater than
60. For Grades GS-6 through FS-1, the consultants employed a constant pro-
gression ratio of 30%. The "tighter" progression at the lower end of the

job content spectrum accommodates the smaller spread of job content for posi-

tions at these levels, while the 30% progression recognizes the greater span
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of job content (and rank-in-person considerations) which should be accommo-
dated within the higher-level grades.

The development of the grade structure vertically, e.g., Grade FS-10
ranges from a minimum of $9,391 to a maximum of $14,039, eritailed two major
steps. First, the ;glationship of the proposed FS grades to the GS grades was

determined as a result of a number of analytic considerations:

The proposed structure follows the progression pf positions
classified from GS-4 through GS-15 of the General Schedule,
omitting GS-8 and GS-10, since these are interim grades

accommodating relativély few people in the Federal structure.

_Foreign Service positions comparable to jobs abbve théj

‘GS-15 level are not included as pért of the prdposed

structure since these positions will be accorded Senior
Executive Service/Senicr Foreign Service status pursuant

to the intent of the Civil Service Reform Act.

At the lower end of the job content épectrum, the historiq
Civil Service (OPM) link of GS-4 to State Department jobs:at
the FSS-10 level was maintained. This‘relationship is sup~
ported by the Hay data bank of GS position evaluations'which,
on a Hay point basis, would place the median value of GS—-4,

at approximateiy the m}ddle of the proposed FS grade 10 in the

new State Department structure.

At the high end of the job content continuum, the link between
FS0-3 and GS~15 positions has been accommodated through the
placement of FSO-3 positions above 447 Hay points in a "GS-15

equivalent" grade. However, the proposed structure is some-

what conservative, in that the median value for GS-lSvis

420 Hay points, which falls at the upper end of the GS-14
(proposed FS-2) grade. It should be noted, however, that

the Hay data bank for GS-15 positions ranges from 333 to

778 Hay points. Thus, the consultants have 5een mindful of
this broad spectrum of job content in developing their recom-

1/

mendations.=

In addition, the consultant-designed structure is "internally equitable"

through the applicaticn of constant progression ratios in horizontal
grade construction.
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A . ’
. Similarly, at the‘GS—l4 lev%l, the Hay data bank of posi~
tion evaluations ranges froﬁ 264 to 476 Hay points. Again,
the proposed structure is ébmewﬁat conservative in that s
the median value for GS-14 is 325 Hay points, which falls
within the GS-13 (proposed FS-3) grade.

° At the GS-13 level, position evaluations range from 210 to
335 Hay points, with the median GS value falling at 292 Hay
points, which is accommodated within the proposed FS-3 (GS-13)

job content spectrum.

e SO SN

. At the GS-12 level, GS position evaluations in the Hay data
bank range from 183 to 293 job content points, with a median
value of 238 Hay points. Again, this median value has been

accommodated within the proposed FS—4 (GS-12) grade.

. The identified link of GS-11 to FSO-6 positions has also
been_maintained. The GS-11 median of 180 Hay points falls ;
in approximately the middle of the proposed FS-5 (GS-11) |

grade.

e At the GS-9 level, the median of 135 Hay points is accommo-
dated within the proposed FS-6 grade. |

° At the GS-7 level, the 102 point median value is accommodated

within the proposed FS-7 grade.

+

® There are no positions in the Hay data bank at the GS-6 level.
' However, an extrapolation of job content point spreads has
been made at the lower end of the job content spectrum to
accommodate the positioning of the GS-6 equivalent grade
(FS-8), based on GS/F5 job content relationships at the GS-5
and GS-4 levels.

It should be emphasized that the establishment of "GS-equivalent" grades

for the Optlon Cne FS structure does not mean that all current FSS-10 positions

would now be pald at the GS-4 level. Nor, as lndlcated earlier, does it
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necessarily mean that all FSO-3 positions wouid be paid at the GS-15 level.l/
Rather, the optimal approach would'place current positions in "new" FS grades
based on their job content point assignments. Thus, for example, FSO-3 jobs
(shown in black in Chart 17 at $38,107) could now fall within two grades: ‘
FS~-1 (G5-15 equivalent) and FS-2 (GS-14 equivalent). As previously indicated,
a larger sample of current Foreign Service positions would need to be evaluated
by the Hay Method in order to permit the most appropriate transition into the
new grade structure. This effort would also contribute directly to a classi-
fication transition effort, a key element of which should be the "banding" of
positions, i.e., a more precise definition of the range of personnelvranks
appropriate for encumbering a given position. The result would develop base-
line classifications (job definition), enhance the assignments process, and
accommodate considerations of internal equity.

The dollar values for each proposed FS grade correspond to the salary
level for each GS-equivalent grade shown in the table on the following page.

The minimum dollar value for each proposed FS.grade is the same as the
minimum (or Step 1) of its GS—eqﬁivalent grade. For example, proposed FS-10
coiresponds to GS-4. Thus, for this grade, the minimum dollar value is
$9,391, which is the minimum (or Step 1) of Gs-4.

The second major consideration in the vertical (dollar) construction of
the Option No. 1 F$ grades was the "overseas dimensicn." As discussed in
detail in Section IV of this report, private sector practice, State Department
exposition, and personal expatriate experience clearly evidences the existence
of at least a "just noticeable difference" (15% in Hgy terms) between overseas

) R . 2 . . . . . . .
and domestic serv1ce.-/ This view, when taken in conjunction with certain

. universally applicable features of the Foreign Service -- frequent rotation;

immediate overseas adaptation; cumulative experience; second income interrup-

L/Although we do not recommend such an approach, i.e., that all current FSO-3's
be paid at the GS-15 level, the establishment cof defensible linkages between
GS jobs and State Department jobs justifies, to a certain extent, paving all
FSO-3's at the GS-15 level since the Federal Government's GS structure com-
pensates incumbents in this manner. For example, as previously indicated,
the Hay data bank for GS-15 positions (all paid at the GS-15 level, in the
Federal structure) ranges from 333 to 778 Hay points, an even wider point
spread than was found within the existing Foreign Service structure.

Hay, Edward N., “The Application of Weber's Law to Job Evaluation
Estimates." Journal of Apolied Psycholcgv, The American Psychological
Association, Inc. (April. 1950), Vol. 34, No. 2.
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tion; andfso forth -- suggests the need to reflect this difference systemically
rather than\individually, as in the private sector. It is commbn practice

in the privéte sector to compensate individual expatriate employees with a
premium of between 10% and 20% of base salary; however, because of the
universally applicable characteristics of the Foreign Service, the consultants
have incorporated the domestic/overseas difference throughout ;he proposed
grade structure by extending the salary range for each of the proposed

FS grades by 15%. The proposed "maximum dollar” values for each grade

w0

OPTION NO. 1

PROPOSED FOREIGN SERVICE (FS) GRADE STRUCTURE

Salary Ranges

FS Gs FS/GS MINIMUM  GS_MAXIMUM FS_MAXIMUM
1 15 | 138,168 49,608* 57,049*
2. 14 32,442 42,171 48,497*
3 13 27,453 35,688 41,041
4 12 23,087 30,017 34,520
5 11 | 119,263 25,041 28,797
6 9 15,920 20,699 23,804
7 7 13,014 16,920 19,458
8 6 11,712 15,222 17,505
9. 5 10,507 13,657 ' 15,706

10 4 9,391 12,208 . 14,039

* Limited by statutory ceiling to $47,500.
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s

are indicaﬁed'in the last column of the table and are shown in Chart
17 as the horizontal line at the top of each grade. This approach
frankly yet conservatively addresses a fact of Foreign Service life

in a manner which responds to the initial criteria.

C. Option No. 2: 9-Grade System

A'second option develéped by the consultants is presented graphically in
Chart 18. The scattergram in Chart‘la is the same as that shown in the previous
chart: -

In Option 2, the consultants developed a niﬁe-grade structure in an attempt
to more precisely link higher-level FS grades to their GS equivalents. . The
proposed FS grades 9 through 5 in this option are the same as 'S grades 10
through 6 in Option 1. However, in the horizontal construction of FS grades
4 through 1 in Option 2, the consultants increased the constant progression
ratio of successive job grade minimums from 30% (Option 1) to 35%. This per-

mitted a broader spectrum of positioms to be accommodated within these higher-

level grades. In addition, the following relationéhips between the proposed

FS grades and their GSveqUivalents'wete obtained:

=

® At the GS-15.1level, the median value of 420 Hay points
has been accommodated within the proposed FsS-1 grade,

which ranges from 402 to 543 Hay points.

° At the GS-14 level, the median of GS position evaluations
in the Hay data bank is 325 points. This median has been
accommodated within the proposed FS-2 grade, which ranges

from 298 to 401 Hay points.

e At the proposed FS-3 grade level, two GS medians are
accommodated witain the point range spread of 221 to
297; the GS-13 median of 292 Hay points, and the GS-12
median of 238 Hay peints. Thus, the "GS equivalent"

has been denoted GS-12.5.
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o At the GS-11 level, the median of 180 Hay points is accom-
modated within the proposed FS-4 grade, which ranges from

163 to 220 Hay points.

As in Option 1, the dollar values for each proposed FS grade correspond

to the salary levels for each GS-equivalent grade as shown in the table

below.
Y
OPTION NO. 2
PROPOSED FOREIGN SERVICE (FS) GRADE STRUCTURE
FS FS GS GS FS
FS GS . Point Range Minimum Minimum Maximum Maximum
1 15 402-543 35,305 38,168 49,608* 53,329%
2 14 298-401 29,990 32,442 42,171 45,334
3 12% 221-297 23,375 25,270 32,853 35,317
4 11 163-220 - 17,818 19,263 25,041 26,919
FS/GS - GS . . FS
Minimum Maximum ) Maximum
5 9 121-162 . 15,920 20,699 123,804
6 7 102-120 - 13,014 16,920 . 19,458
7 6 86-101 11,712 15,222 17,505
8 5 72-85 10,507 13,657 15,706
9 4 60-71 19,391 12,208 14,039
* Limited by statutory éeiling to $47,500.

As previously noted, proposed FS grades 9 through 5 in Option 2 are the
same as FS grades 10 through 6 in Option 1 -- both horizontally (point spreads
developed from a 19% constant ratio applied to successive job grade minimums),
and vertically (FS salary ranges incorporating their GS-equivalent salaries,
with the salary range for each grade extended by 15% to reflect the universal

applicability of the "overseas dimension" inherent in the Foreign Service).
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For FS grades 4 through 1, the salary range has been extended only 7%%
{rather than 15%) to obtain the FS maximum. In addition, the FS minimum of
the salary range for grades 4 through 1 has been obtained by decreasing the
GS minimum by 7%%. In the consultants' opinion, thére is a justifiable basis;/
for extending all of the FS salary ranges by 15% at the top to obtain an "FS

maximum” which extends the GS maximum by 15%. However, the Department may

wish to consider the Option 2 approach for FS grades 4 through 1 on a transi-

tional basis, since it permits a greater number of positions to be accommodated
within the structure. - Over time, an effort could be made to gradually increase
the structure to reflect the 15% extended range for the FS maximum.

In additicn to eaéing transitional problems, the Option 2 approach
recognizes the need for salary movement at the lower end of the job content
continuum (proposed FS grades 9 through 5) by retaining the 15% extended range
recommended in Option 1. At these lower job content leveis, incumbents retain
their current grade assignments for a longer period of time than incumbents
at the higher grade levels. Promotions are less frequent, as are career move-
ments to different types of positions. For this reason, as well as the universal
applicability of the overseas dimension and the competitive recruitment market:
for these'pqsitions, it is critical that incumbent motivation to stay in these
positions be enhanced through the provisicn cf an extended salary range.

As previously indicated, the two grade struétpre options just presented
are by no means the only alternatives available to the Department in restruc-
turing its classification system. Rather, they should be viewed as two possible
means by which the Depar£ment may address the objecéjves specified at the
beginning of this section for a workable integration of existing Foreign Service
systems. Furthermore, these approaches should be understood to mark the
beginning, not the end of systemic changes. The classification problems iden-
tified thoughout this study must be pursued; and the equitable integration of
both AID and ICA must be accomplished through the employment of similarly care-

ful methodologies.

1/

= See Option 1 discussion and Section IV of this report, "Overseas Dimension."
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X. FINDINGS AND PROPOSALS

A. BACKGROUND

o Conclusions concerning the state of any organization's internal
reward system do not flow automatically from study data. Arriving at an
optinum system is one of the arts of management that reQuires'experience
mand judgment in the consideration of many interacting varlables.

of pr1nc1pal concern to. the consultants is the overall mission of the
organization appreciated in con]unctlon with a realistic assessment of the
demands vital to its survival. Each year, within.our competitive enterprise
system, many organizations are born and a number fade. In the case of the
Foreign~$ervice,'it ﬁas no choice! 1Its mission is unique and its success
is crucial to the well-being of this nation. Furthermore, it must carry
out its complex responsibilities with excellence. It must also be prepared
to change or grow; and the Foreign Service must continually and correctly
reassess its approach, whether intellectual or structural, in order to
‘propeily.reépond‘to ever-changing internalvand external conditions.

Though the Foreign Service.émploys a variety of technical systems
as aids in performing its functions, it clearly remains an organization the
critical ingredient of which is people. The key to its successes and
failurgs is human not technological resources. While this‘is also true
of other public and'private brganizations, there can be little question
that the vitality of the human resources function within the Foreign Service
has been and is the lynchpin of its effectiveness.

The business of the Foreign Service is diplomacy, and although this
is a handy and often misused word, it, quite properly, involves analysis,
interpretation, human relations, decision making, and problem solving. The
effective perfbrmance of all these endeavors ié 2 function of but two

things -- know-how and judgment -- both of which rest upon personal -

capability.
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Although a sketch of the principal objectives of this study presents
a rather technical and impersonal undertaking, few methodologies, findings
and consequences so directly comment upon and affect the jobs and thus
the people of the Foreign Service. . '

As this study details, the consultants were, from the outset, sensi-
tive to the unigue mission, special needs, and traditional practices of
the Foreign Service. All branches of Governmeht, and indeed the
American people, have quite rightly come to expect a continuous level of
excellence from the Foreign Service. Atlthevsame time, however, there

exists the notion that although £oreign policy issues are complex, the

Foreign Service environment is, in some way, exotic, and the work is there-

fore easier. Although the expectation is valid, the understanding of the

environment is not. This is not to suggest that Departmental approéches
cannot be improved . « o they can; but Hay's international and domestic
experience has taught that responsible organizational modifications must
be undertaken in ways which build upon existing mechanisms in a non-
disruptive fashion. ‘

Few public or private organizations are without need of improvement,
expeciaily in the area of human resource management. This is as much of
a function of the dynamic nature of the issues, employe;s, and external
influences, as it is of the catchword "management”. The Foreign Service
is no diffe{ent in this respect, but it is equally clear that the level
of performance it is expected to maintain should not suffer in the name
of systemic betterment. Rather, each legitimate objective should rein-
force the other. o

To this point there is an axiom within Hay which gées something 1like
this: "The only way to eat an elephant is in small bites®. Whét is
meant by this is that althéugh some organizational problems are solved
quickly, other organizational practices, in need of adjustment, are most
responsibly addressed over time -- "in small bites". It would be naive
to assume that conditions which have developed over many years can be

instantly altered. To do so, in some instances, would be to seriousiy
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disrupt an otherwise productive organizétion. Many of the complexities of
the Foreign Servic_e environment have been explored throughout this study:
and the observations of the consultants are intended to be sensitive to
the needs and realities of the Department of State, as a member of the
Federal System, and consistent with résponsible approaches to human

resource management.
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'B.  LINKAGE AND CASH COMPENSATION FINDINGS |

/

[

This study for the Department of State was built upon the methodolo-
gical evaluaﬁion of 119 Foreign Service positions stétistically selected
from the four current classification systems, at all grade levels, and
between the major functional areas (cones) and specialties. This
approach was undertaken to permit two different kinds of analyses‘addres-

sing the reward mechanisms of the Foreign Service.

1. Linkage Analysis

This statistical technique utilized the Foreign Service job content
evaluations to determine if there is a comparability (linkage) of job
content between selected General Schedule and Foreign Service grades. The
Hay approach responds to the intent of the Pay Comparability Act, and has.
been employed for this purpose elsewhere within the Federal Government.

With respect to the Officer Level, this analysis concluded that links
or grade/content relationships clearly exist betWeen FSO~1 and GS-18; '
between FSO-3 and GS-15; and FSO-6 and GS-11. A relationship of similar
difficulty was also found between éso—z and the lower band of Gs-lé; and
the.o—l and 0-2 findings sSuggest the appropriateness of their inclusion
in an SES(SFS) Y system pursuant to the.Civil Service Reform Act. FSO-4
poéitions were found to be about as difficult as GS-14; however, this
interpretétion applies only ;d the median O-4 position becausé of the wide
range spread identified at that grade.

At the Support Level, the analysis produced a number of statistical

anomalies which suggest possible historic misclassifications at that level.

FSS~4 was found to link to GS-11 (preferred) or GS-9 due to the great

range of difficulty found at the S~4 level. Although FSS-7 and FSS-8 could
be positioned at GS-~6 and GS-4, respectively, the ranges of difficulty
indicate that some FSS-7 jobs, for example, are of comparable difficulty

to some at G5-7, while the median job difficulty for FSS-8 fell between

GS-5 and GS-3.

1 . . , . . .
Y Senior Executive Service (Senior Foreign Service).
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A precise relationship between the several classification systems
and the General Schedule was, as énticipated, difficult to establish,
espécially at the Support Level. This resulted from the wide range of
job content which was found to exist';n both the GS and Foreiganervice

systems. The linkage findings, however, lead to three conclusions:

e A preliminary basis for establishing a relationship
(and/or the integration) of the two Foreign Service

pay systems has been developed.

® A relationship with the General Schedule has. been

identified at particular levels, especially Fsb.

o A need exists for a selective examination of Foreign
Service job definition (classification) especially at

the Support Level.

2.  Domestic Cash Compensation Analysis

The assessment of Foreign Service job content and pay in relation to

a variety of survey data was undertaken to examine the competitiveness or

. comparability of Foreign Service ccmpensation. With respect to the Foreign

Service system as a whole, the degree of vertical and horizontal "disper-

sion," i.e., the differences in job content at identical levels of pay
raises questions about internal equity. Howevet, traditional per-
sonnel practices within the Department, coupled with well-established

external influences, may account for these initial observations.

° Rank-in-person is, by intent, a flexible personnel
management approach which responds to organizational.
needs for high robility and rapid professional
development, both of which are key considerations in

the Foreign Service.

®  The statutory salary compression obviously contributes
to Government-wide discontinuities in personnel relation-

ships, and this is no less significant within the Foreign
Service. |

? Market practices also tend to affect salary levels,
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especially for secretarial, clerical, and technical

positions.

With respect to the external dbmpetitiveness or comparability, tre
Foreign Service was examined at two levels -- Officer and Support ~- in
order to meaningfully equate it to other appropriate sectors and markets.

In terms of base salary policy, the Foreign Service Support Level is:
) slightly but consistently ahead of the General Schedule;

° competitively positioned against the Washington Metropolitan

Area Nonexempt Salary practice; and

e similarly postured with respect to selected international

organizations.

This finding of consistent competitiveness would, in the p:ivaté sector, be
regarded as most éppropriate'since a 1egitima£e organizational objective
.is to hire, motivate and retain employees. These should be no less
significant in the Foreign Service given the Department's personnel needs
at this level, which, in themselves, substantially distinguish the Foreign

Service from these comparative groups:

° 'Support Level employees, ‘unlike their counterparts in either

sector, serve abroad;

. Recruitment standards, e.g., educational requirements of
secretaries, are uniquely high to ensure, among other things,

overseas adaptation; and,

e Highly specialized positions, e.g., communications, must not
only be retained but, in other markets, might warrant a

separate compensation (blue collar) plan.

An assessment of the Officer Level positions was made with similarly
evaluated positiohs in both the General Schedule and the U.S. private
sector as represented by Hay survey data from the industrial, financial,
and service sectors throughout the nation. Against thé General Schedule,
the Foreign Service base salary policy begins slightly ahead of the GS
professionals but quickly moves below the GS average. This latter position

reflects greater job difficulty at comparable levels of pay and‘would, in

the private sector, be regarded as slightly less competitive. In comparison
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with the American éusiness survey data, the Officer Level is competitively
positioned until ébout 920 B points where the Foreign Service policy nears
the survey average. The effect of the statutory ceiling, however, sharply
distinguishes the Foreign service from the private sector; and the great-

est portion of the Foreign Service policy at the statutory plateau falls

below the market aveiage, and the most senior job content levels, it
approaches the private sector Low line. -

With respect to the comparison of total cash compensation -- base

salary plus incentive/bonus paid in cash to private gector professicnals --

" the competitive base salary posture of the Foreign Service is modified

to some degree. To date, the U.S. Government pays no such bonus;’

but the private sector.utilization of this compensation element is empha-

sized by the fact that the average bonus (at 1000 H points) was 32% of

base salary. The impact of this additional element is emphasized at the

salary ceiling where the Officer Level policy is increasingly less competi-

tive.
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C. DOMESTIC TOTAL REMUNERATION FINDINGS

The Foreign Service Benefits Pregram is slightly more generous than
that of the Federal Civil Service because of the higher benefit formula
;Land earlier retirement age under the“Fofeign Service pension plan. At
”the lower Officer Level.posiﬁfons, the Foreign Service program iS,Sf»
comparable employer—paid value to the average benefit program of the
private sector, while at the more senior levels, the Foreign Servxce )
" Benefit Program is of" greater employer-paid value than the American Bu51—
?éness average. Thls suggests that the lack of perquisites (such as cars
and clubs) which are often provided to private sector executives (but not
to those in the Federal Government) are balanced by the more generous
beneflts, particularly retirement. l
ln terms of Support Level Total Remuneration the Foreign Service
policy is approximately 22% higher than that of the Civil Service. At
Fhe Officer Level, the Foreign Service policy is slightly more competi-
tive than the General Schedule (GS) policy up to 200 Hay Points of job
content, but becomes 1ncrea51ngly less competltlve to 420 Hay Points
where it is about 20% lower than the C1v1l Service. At 430 poeints the
Foreign Service assumes a competltxve posture v1s—a—v1s the Civil Service.
Relative to the Americéan Buslness average, the Foreign Service Officer

Level is about 20% hlgher at 100 Hay P01nts of JOb content. It becomes

increasingly less competltive as JOb content increases, and falls slightly ;

below the prlvate sector average. From about 434 Hay pOlntS, "the Foreign
Service policy flattens because of the cap on salaries. At 434 Hay Points,
it is well above the average Amerxcan ‘Business practice, but from that

p01nt becomes 1ncrea31ngly less oompetlelve..
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D. OVERSEAS COMPENSATION FINDINGS '?

.f -
In total, the overseas allowances and benefits typically provided

by the Foreign Service are qulte comparable to those prov1ded by U.S.

multlnatlonals except at the more senlor 1evels, where the Forelgn Service

is less competitive due to the effects of. the salary celllng._ The

overseas assessments, however, addressed only the,Off;cer Level since

few private sector companies send nonexempt or support level employees
abroad. - The higher hou51ng (or quarters) allowance and paid time-off for
home leave prov1ded by the Forelgn Service almost balances the ‘overseas
(or 1n§ucement) premium pa;d by private sector companies except at the
senior officer levels. It should be noted, however, that a minority of
senior members of the Forelgn Service are either prov1ded Government-

owned hou31ng or are pa1d an allowance greater than that provided other

'offlcers.__For this minority, the total allowances are equal to or greater

than the typical allowances provided by the selected multinational companies.
v Total'ForeignVSeryice overseas compensation (including allowances)
is slightly more competitive than the average of a selected group

_of 13 multinational companies'up,to approiimately 200 Hay Points

of job content and generally less. comoetitive thereafter. At about 430

Hay Points, the Forelgn Serv1ce 1s sllghtly ‘above the multlnatlonal

average, but becomes less and less competxtzve as the Forelgn Service

policy flattens due again. to the 1n£luence of the statututory salary
eiling. S o e '

Overall, these flndlngs suggest that the Forelgn Service is, to a’
greater or lesser degree, competltlve w1th large multlnatlonal companies
except at those levels affected by the pay cap.f The consultants would
suggest, however, that the Department rev1ew and con51der increasing the
quarters allowances for ievels 1 and 2 if prlvate.sector.comparablllty is
considered appropriate. Similarly, Foreignvservice Support Level perscnnel,
although not examined in the context oftoverseas'compensatiOn comparison,
do not consistently receive overtime'coméensation,'and this should also

be clcsesly examined to establish a consistency of policy in this area.
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E. PROPOSED GRADE STRUCTURE FINDINGS-: ™77 *bls = 1 ¢,

Y

Utlllzxng the result*_of the lirkage and compensatlon analyses,
e el
N

“Ele . consultants eyamlned the feasxblllty of 1ntegrat1ng the ex1st1ng .
ER L e

‘Foreidn Service c}aSSlflCatlon systems 1nﬁo a single grade structure. : |

-~«

n. .
I Two options were developed, althougg a wide varlety of other alternatlves <4

. g _‘\. Q, . N X
“could also be used,to ach;eve the lntegratxon of the ‘current Foreign o

“'s-\

f
“'ser¥iceé classification systems 1n a responsmb e and responsive : C

e

)
LT

?faSheon. 28 C esa
3 £ In the ﬁlxst.opgﬁpn.prorosed by the consdggants, a ten-grade structure
" ‘was developed, EQplvalenc1es between the proposed Fs grade and the
Geneéral .S¢hedgle (GS) were 1denrrf1ed In addltlon, the salary range-ra;
ifot: each proposed.FS grade was extended by 15% to reflect thaCuniversal
applicability of the "overseas dlmen51on" 1n the Forelgn Service. ' The
-vhorigzontal. constructlon (job content p01nt spread) of. the Option One
"F§ 'structure ls somewhat conservatlve at tbe hlgher job ‘sonteht levels::
in that GS medlan values for partlcular grades (e g., GS-15) were p&aced
within the - 3ob content polnt spread for the next lovest grade-(e.g., GS-14). . %
Tedes In Optlon Two, the consultangs developed a nlne—grade structure in |
‘an- attemnt to more orecxsely link hlgher—level Fs grades to their GS
“equivalents.. This was accompllshed_by increasing the amount of constant
‘progression between“graQes atAthe hiéher 1evels, which permitted a broader

spectrum of positions to be accommodated within the higher-level grades.

TH& job:icontent point: spreads and salary ranges for the lower-level
“%'grades in Option TwoO, parallel the Opfion One'appfoach. However, for the
~“grades ‘at the upper .end of the job content continuum {proposed FS grades
wilge Zghtbagh 1) ;. the- salary range was extended by only 7%, rather ‘than the
15% proposed in Option One, in addltion;~the FS minimum of the salary
range for FS grades 4‘through 1 was obtained by decreasing the GS minimum
by 7h%. '
This approach does permlt an e351er tranaltlon from the current
systems to a new structure; however, over tlme, the Department should
‘make an effort to gradually increase the FS grade 4 through 1 structure to

reflect the 15% extended range for the FS maximum.
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