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November 22, 1977

- FROM: The Mayor's Management Advisory Board
The Economic Development Council

TO: Hon. Abraham D. Beame, Mayor
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On behalf of the Econcmic Development Council and the Mayor's
Management Advisory Board we submit the attached Report of
the Task Force on New York City Management Compensation.

This study was initiated by us as part of our continuing

effort to recommend improvements in the management of the

City. In a number of our previous projects we have stressed
the importance of holding and attracting good people to City
service particularly in middle and upper management pasitions.
Without adequate and reasonable compensation Ffor its managers,
thhe City cannot develop the managerial talent it so desperately
needs.

The attached study clearly documents the deterioration in

the compensation level of the City's managers during recent
years. It also points to the absence of a viable salary
administration program. The recommendations in this Report

go far towards addressing these problems: an immediate interim
adjustment in salary levels, starting with an adjustment in
the Mayor's salary; a comprehensive program of managerial

Jjob evaluatiou, and the installation of a merit-based system
of salary adjustments.

We believe that this total program will more than pay for
itself in improved managerial performance in the City. 1If

we can be of any further assistance in support of your review
of our recommendations please do not hesitate to call on us.
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I. Introduction

In July 1977, the Mayor's Management Advigory Board and the Economic Develop-
ment Council were askea to help New York City examine the compensation system
for management level employees. Accordingly, a task foerce of compensation
experts from private industry was appointed to analyze existing compensation
policies and practices, identify areas that uneed improvement, and recommend

specific changes, giving particular attention to salary levels.

Task Force members include:
Patrick J. Scollard, Chairman
Vice President

The Equitable Life Assurance Society
of the U. 8.

Alvin Bellak, Ph.D.
General Partner
Hay Associates

Bruce Ellig
Corporate Director, Compensation & Benefits
Pfizer, Inc. :
Richard Scott
Manager, Management Services
Exzon International
I. G. Walker
Assistant Vice President
Metropolitan Life Insurance Company
Several representatives of key city agencies greatly aided the task force

in its work. Without their help, what was a difficult job would have been

an impossible one.

Considerable time and effort were devoted to developing information and

data about current compensation problems as fully and accurately as possible,

given limited resources and the time constraint of producing a report before



the end of 1977. Therefore, while some observers may take issue with the
recommendations, we hope there will he general agreement on the data used

as the basis for making judgments.

Anyone who examines the 0peration of the City of New York -— especially

its compensation policies and practices -— is confronted with a complex
maze that baffles and confuses as much as it helps and enlightems. Policies
and procedures overlap and sometimes conflict; new policies and procedures
have sprung up while old ones dealing with the same issues continue to
exist. Special policies and exceptions abound for all sorts of groups,
craating a chaotic pattern. It is nmot surprising to find, therefore, that
compensatiom practices are counterproductive; they often work against
accomplishing the objectives of attracting, mocivacing, and retaining com-

petent management talent.

We have attempted to identify in this report some of the major compensation
problems affecting the city's top management persoanel, a group of approxi-
mately 2,100 individuals. The dimensions of the major problems are summarized
and portrayed against the background of what has happened elsewhere from

1971 to the pregent. We selected 1971 as the starting point because it

was the last time New York {ity managerial salary levely warae thcroughly
reviewed, and they were then in a reasomable relationship with those of
nonmanagement employesa. It was also the last year that adjustments were

made to managers' salaries in accordance with the results of the required

periodic review.

The recommendations we have developed deal with the major compensation prob-
lems. The solutions are not easy ones to accomplish, since some require

the expenditure of additiomal funds at a time when the city is hard-pr2ssed

financially. We believe, however, that this investment is absolutely critical

-l -



if the city is to make any headway in attracting, motivating, and retaining
qualified managers to deal with some of the most difficult municipal problems
in the nation. To fail to do so, in our opinion, greatly increases the
riskJof further eroding the performance of the very people needed to lead

the city in the days ahead.



I1. Management Summary

The task force of private sector individuals identified several major com~

pensation problems affecting the city's top management personnel. They

are summarized as follows:

A severe compression problem exists. Salaries of. the city's top 2,100
managers are being squeezed by increasing wage rates for the higher
level bargainable employees, on one end of the compensation spectrum,

and the relatively low salary for the Mayor on the other,

Comparisons with economic and outside salary data.show that the actual
salary progress of the city's management employees has.been very poor
since 1971, and their relative salary progress in the last six years
has been very negative. In relation to the outside job market in the

city, however, the problem is greater at the middle and upper levels.

There is no effective means of keeping both the management salary
structures and the managers' pay reasonably competitive. The political
problems involved in taking the steps needed to assure fair and adequate
salary treatment for the city's managers complicate the problem sign-

ificantly.

The city does not have a viable job evaluation gystem to assure that
all management jobs are properly placed relative to omne another and

to comparable jobs elsewhere,

There is also no means of effectively evaluating performance of managers
in a way that would allow the use of merit increases to reward good

performance,






