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NSPS Bulletin:  
Payout Distribution Tools
29 Aug 2008
Reference:
SC1930.9.6.3.1, Considerations in Determining Payout Distribution

The purpose of this bulletin is to advise of additional options for determining appropriate payout distributions during the pay pool process and share two tools, the Enhanced Workbench and the Equitable Compensation Curve, that have been developed for calculating payout distributions.  

Under NSPS, salary increases from the annual performance payouts are the primary means of salary progression for employees.  Army’s goal is to compensate employees fairly for the level of work they perform; compensation should be high enough to retain needed skills without paying more than the market value of the work being performed.     The cited reference lists the types of things that can be considered in making payout distribution decisions.  
Many Army pay pools used the default payout split during the last pay pool cycle.  This uses the percentage of the overall pay pool fund that will go toward salary increases as the starting point for payout splits.  For example, if Elements 1 and 2 (both for salary increases) are 68% of the total pay pool funding level (meaning that Element 3, used for bonuses, is 32%), then 68% is the default amount for salary increases. This method, although easy to use because it is built into the CWB, is not necessarily going to further your organization’s compensation goals.  For instance, are less experienced, lower-paid employees subsidizing the payouts of higher paid, more senior employees?  

It is common within both government and private industry for salaries to rise more quickly early in an employee’s career; the progression then slows down over time.  This describes the way the GS system works (annual step increases during the first three years, then every two years, and then every three years until they reach step 10).  This is usually an 18-year progression.  The default payout split does not reflect this widely accepted compensation philosophy. 
There are two additional tools that have been developed by Army users that compliment the Compensation Workbench.  Pay pools may use these tools to assist in calculating payout distribution decisions, and to address some of the limitations of the default payout split.  Both of these tools were used by a number of pay pools during the last cycle.  The tools are:
· Enhanced Workbench (EWB):  The EWB is designed to assist pay pools in determining and calculating how to (1) award shares, and (2) distribute employee payouts between a salary increase and a bonus.  The EWB is designed to treat all employees in an equitable fashion by following consistent business rules based on each employee’s individual situation, while still compensating employees based on performance, market conditions, and budget constraints.  POC for this tool is Mr. Eric Goldman (eric.j.goldman@us.army.mil).
· Equitable Compensation Curve (ECC):  The basic concept of the ECC is to narrow the salary gap between employees who received the same rating and are in the same compensation lane.  In effect, an employee who is lower in the compensation lane will receive a higher percentage of his/her payout to salary than an employee who is higher in the compensation lane.  POC for this tool is Mr. Ed Kall (ed.kall@us.army.mil).
The EWB and the ECC are being posted on the NSPS website on CPOL for organizations that may want to make use of them.  They, with their respective user guides, can be found under the Automated Tools button, under “Other Tools” at the bottom of the page.  

Lee Ann Eudaily
Program Manager, NSPS
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