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OFFICE OF STATE PERSONNEL

METHODOLOGY FOR CONDUCTING AN EQUITY ANALYSIS

In the Graded System

This methodology is designed to examine equity situations within groups of employees who are typically in the same graded classification and who are members of a relevant work unit. The overall goal of the equity program is to move towards an equitable distribution of employee salaries considering the following equity factors:  education, skills, related work experience, length of service and performance level.  
The following steps outline how to identify equity situations to address, the classes to be considered, relevant work units and developing salary increase recommendations in the graded system. In the Career-banded system’s Pay Factors, Internal Pay Alignment represents equity.  However, the classification, competency level, and all four of the Pay Factors should be addressed in setting pay. 
1. Identification of situations to address - Inequities are situations where employee salaries are not distributed properly based on employees’ education, skills, related work experience, length of service and performance level.  These are called equity factors.  In some cases, employees who are relatively equal when the equity factors are evaluated have different salaries. These employees should have similar salaries. In other cases, employees with the same salary may have significantly different equity factors. The salaries of these employees also should reflect those differences.  There are many situations where such inequities exist. When deciding which equity situations to address, consideration should be given to the extent of the inequities.

2. Selection of the classes to consider - Typically, employees to be included in an equity analysis will be in the same classification.  However, in some cases employees in a class series where there is a natural progression of work of increasing complexity, or employees in a supervisor/employee relationship might be included in an equity analysis when salary relationships are important.  In cases where employee/supervisor situations are grouped together for equity analysis, it is important to use the same factors in identifying these as inequities.

3. Identification of the relevant work unit - A relevant work unit is one in which the work and salaries of employees are closely related to each other. While a relevant work unit would typically be an organizational work unit, the work of employees in related classes across an organization may be considered a relevant work unit for the purposes of equity analysis. There also are instances that require the consideration of similar work outside an agency.  For example, single position classifications in an agency such as the HR Director, the Budget Director, or the CIO require that similar roles across agencies be considered in determining salary equity.  (OSP will provide information about statewide salaries for these roles.) In identifying relevant work units, careful consideration should be given to consistency in evaluating similarities in work.

4. Complete the “Equity Analysis Tool” - Once the classes to be considered and the relevant work unit have been established, the employees to be considered in the analysis can be identified.  In order to be eligible, employees must have a permanent or time-limited permanent appointment.  An employee with a probationary, trainee, temporary, or intermittent appointment is not eligible.  An employee who has received a 10% in-range adjustment in the last 12 months is not eligible.

Work Sheet Instructions

a) Enter identifying information (EMPLOYEE NAME, POSITION NUMBER, CLASS TITLE) for all employees to be included in the analysis.  
b) Record the score in the bottom right corner of the Equity Analysis Spreadsheet that corresponds with the most recent PERFORMANCE LEVEL (e.g., Very Good = 1.01).  This column should be used to note that performance has been considered which might be pertinent to salary considerations.

c) Record the LENGTH OF SERVICE within the same or similar classes. This is one of the considerations in determining the final amount of equity increases.
d) Record the SALARY GRADE, and the MINIMUM and MAXIMUM rates will automatically populate.  This is the salary range of each employee’s current salary grade. OSP will update the worksheet as these rates change. 

e) Record the CURRENT SALARY for all employees.
f) Record the related QUALIFICATION YEARS ABOVE MINIMUM for each employee based on the completed Education and Work History Salary worksheets. This is the related education and experience which the employee has above the minimum requirements for the employee’s class. The minimum education and experience requirements for the class should be subtracted from the employee’s total related education and experience.  This should be recorded in years rounded to the nearest one-half year. The following is a guide to be used when evaluating education.  Education should only be counted which is directly related to the job providing the required knowledge and skills.

Community or Technical College Coursework

60 quarter hours = One year of training

Undergraduate Coursework

30 semester or 45 quarter hours = One year of training

Graduate Coursework

18-24 semester hours = One year of training

g) The worksheet will calculate the PERCENT INCREASE BASED ON QUALIFICATIONS, ADJUSTMENT BASED ON QUALIFICATIONS, and TOTAL ADJUSTED SALARY. These figures are based on the maximum salary for which each employee qualifies considering one year of education or experience above the minimum requirements for a class being equal to an established percentage above the salary range minimum. In evaluating new hires, this figure is 5% per year of education and experience above the minimum.  While this is a goal, it is recognized that the goal can be approached in steps.  The first step might be to establish equity based on 3% per year of education and experience above the minimum. The major use for these figures is to compare one employee to another based on a fixed standard.  In other words, given equal equity factors, an employee with one additional year of education or experience over another employee should be paid an established percentage more. The default setting is 5% per year.

h) The next four columns in the worksheet are PROPOSED PERCENT INCREASE, PROPOSED $ INCREASE, PROPOSED SALARY, and PROPOSED SALARY AS A PERCENT OF QUALIFYING SALARY. These columns can be used to analyze various options for reducing inequities. Prior to any analysis, it might be helpful to sort the spreadsheet based on QUALIFICATION YEARS ABOVE MINIMUM.  Numbers can be entered into either the PROPOSED PERCENT INCREASE, PROPOSED $ INCREASE, or PROPOSED SALARY columns and the worksheet will calculate the other numbers. In examining various options, the following should be considered:

Analysis to Determine Equity

· The initial goal of the equity portion of the in-range adjustment program is to address the following situations.  These must be considered first in setting priorities:

· Situations where employees are relatively equal when considering the equity factors but whose salaries differ by more than 10%.  Salary history is important when considering salary differentials as it may explain some differentials.  

· Situations where employees have approximately equal salaries but whose salaries should differ by more than 10% when the equity factors are considered.

· Situations where employee salaries are more than 10% below the MAXIMUM QUALIFYING SALARY. Larger inequities should receive a higher priority.

· The current and past performance and length of service of employees should be considered. These are recorded in PERFORMANCE LEVEL and LENGTH OF SERVICE. What may seem like an inequity based on examining total qualifications may not be an inequity when all the equity factors are considered.

· Employees who are equal when considering the equity factors should receive equal increases.

· Salary increases may have to be limited because of a lack of adequate funds.  The worksheet calculates total increase amounts both in the PERCENTAGE INCREASE BASED ON QUALIFICATIONS MAXIMUM DOLLAR INCREASE and PROPOSED $ INCREASE. Entries in the PROPOSED PERCENT INCREASE column can be uniformly adjusted downward maintaining any salary relationships previously determined to be appropriate based on consideration of the equity factors to bring totals to within available funds.

· When previous in-range adjustments have been granted in the last twelve months, total increases must be checked to make sure that they do not exceed 10%.  The following procedure should be followed:

A. Total the dollar amount of all previous in-range adjustments in the last year including this proposed adjustment.

B. Multiply the salary before the first increase times .1.  This is the maximum allowable adjustment.

C. Subtract the maximum allowable adjustment from the total adjustments calculated in A.  This is the amount that the current proposed adjustment must be reduced.  If the difference is zero or a negative number, no reduction is required.

Anytime a PROPOSED INCREASE differs from a MAXIMUM INCREASE, a comment should be added to briefly explain the reason for the change.
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