
Department of DefenseDepartment of Defense

Compensation Under NSPS

Mr. Brad Bunn
Program Executive Officer

August 5, 2008
Program Executive Officer



Overarching Compensation Philosophy

Why it’s important: 

Aligns and supports mission and business Aligns and supports mission and business 
priorities to strategically optimize NSPS pay 
flexibilities 

Compensates and rewards based on 
performance and contributionp

Compensation and benefits account for 
70%-75% of  all operating costs in white-collar 70% 75% of  all operating costs in white collar 
agencies and occupations
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General Schedule vs. NSPS
TRADITIONAL GS NSPS  

 “One Size Fits All” Approach  Mission-based; aligned & tailored to 
organization 

 Series of relatively narrow salary  Wider salary/pay ranges 
ranges 
• Restrictive policies on salary rates 
• Less competitive salary rates 

• Greater flexibility to set salary rates 
• More market-competitive salary 

rates 
 Multiple grade-levels Flatter organizational structure p g
• “Job-Evaluation” Centric 
• Restrictive reassignment policies  

 

g
• “Job Competencies/KSAs” Centric 
• Greater flexibility to assign 

personnel to meet business needs 
 Employees focus on promotions Employees focus on increasing  p y p
• Less opportunity to change jobs or 

job series  

p y g
competencies/KSAs 
• Greater opportunity to change jobs 

or job series; better able to manage 
own careers and interests own careers and interests 

 Pay increases based on longevity 
• Higher levels of performance do not 

result in greater salary increases 
• WGIs not an annual opportunity 

 Pay increases based on performance 
• Greater pay increases on higher 

levels of performance 
• Annual pay increase opportunity 
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• WGIs not an annual opportunity • Annual pay increase opportunity 
 Better able to control salary costs  Potential for greater salary costs 



Today’s NSPS Environment
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Total “R” (Remuneration)

Direct Cash - the “paycheck”
Base Salary + Local Market Supplement (LMS)
Incentives and Bonuses

Indirect Cash - Benefits
Approximately 25% - 35% of Base SalaryApproximately 25% - 35% of Base Salary

Retirement Plan(s)
Health / Life Insurance
EAP;  Wellness/Fitness Programs; Commuting subsidiesEAP;  Wellness/Fitness Programs; Commuting subsidies

Intrinsic Rewards – Non-Monetary
Usually plays major role in job decisions

Autonomy / Respect - Job Satisfaction 
Quality and Balance of Life-Work
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Professional / Personal Relationships at Work



Pay Setting

Pay setting delegation
Support for compensation decision makers
Value of the position within a band
Internal equity
Reassignment increases

August 2008 6

Compensating your interns



Performance-based Increases

Business rules for share assignment and split 
b t  l  i  d bbetween salary increase and bonus

Chapter 45 incentive awards (e.g., special act)p ( g , p )

Criteria for EPI and OAR
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Statutory Compensation Requirement

In accordance with the NSPS statute, to the maximum 
extent practicable, for fiscal years 2012, the overall 

t ll t d f  ti f th  D D amount allocated for compensation of the DoD 
employees who are included in the NSPS may not be 
less than the amount that would have been allocated 
for compensation of such employees if they had not 
been converted to NSPS.

=
Title 5 NSPSTitle 5 NSPS

SAME CIVILIAN PAY DOLLARS
NSPS Just Changes How You Distribute Those Dollars
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NSPS Just Changes How You Distribute Those Dollars



Civilian Personnel Funding Allocations

GS NSPSSame Civilian Pay Dollars!

• * Performance-Based Payouts (Pay Pool)
- Salary Increases (No less than 2.26%)
- Bonuses (Component Decision)

• Promotions To Higher Bands (6-20%)

• Within-Grade Increases
• Quality Step Increases
• Promotions To Higher Grades

(6 19%) • Promotions To Higher Bands (6-20%)
• Reassignments (up to 5% inc)
• Accelerated Compensation for 
Developmental Positions (ACDP) (up to 20%)

• Extraordinary Pay Increases (up to top of  band)

(6-19%)

• Chapter 45 Incentive Awards • Extraordinary Pay Increases (up to top of  band)
• Organizational Achievement Recognition

(OAR) (up to top of  band)
• Chapter 45 Incentive Awards
• Rate Range Adjustments

• Chapter 45 Incentive Awards
• GS Rate Increases
• GS Locality Pay Increases
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• Rate Range Adjustments
• Local Market Supplement Adjustments

* Money for payouts protected by policy



Pay Pool Funding 

Source of  Element 1 funds:
WGI, QSIs:   1.25%

Element 1
Fixed percentage

Promotions:  1.01%DoD-wide / Component 
Minimum of  2.26% for 2008

Pay Pool FundElement 2
Up to 40% of  
General Pay Increase
Set by SecDef  (%)

Element 3

Set by SecDef  (%)
40% of  ECI (1.0%) for 2008

GPI is also source of  
adjustments to NSPS pay 

band rate ranges and local 
k t l t

Element 3
Annual Bonuses
Component Discretion (%)
Historically 1 1 5% 
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market supplementsHistorically 1-1.5% 



Pay Pool Funding
Min Avg Max Used 3.26% Used Over 3.26%

Salary (element 1+2) 1.0% 3.4% 5.6% 417 (43%) 497 (51%)

Used 4.26 to 4.76% Used Over 4.76%Used 4.26 to 4.76% Used Over 4.76%

Salary and Bonus 2.3% 5.1% 9.6% 374 (38%) 518 (53%)

4.26%
4.76%

3.26%
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Rating Distribution

Two actual pay pools with a similar number 
of employees and the exact same funding

Share Value = 2.35% Share Value = 1.45%

Maximum Payout = 14.1% Maximum Payout = 8.7%
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2008 Payout Results

57.0%

36.1%40 0%

50.0%

60.0%

70.0%

at
io

n
Rating Distribution

0 2% 1 6%

36.1%

5.1%10.0%

20.0%

30.0%

40.0%

%
 P

op
ul

a

0.2% 1.6%
0.0%

Salary Bonus Total

Performance Increase 3.4% 1.7% 5.1%

Pay Band Adjustment 1.5% - 1.5%

Locality Pay 1.0% - 1.0%

Total Average Increase 5.9% 1.7% 7.6%
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Ratings and performance increase results are as of January 23, 2008.  Data source is DCPDS Compensation Workbench staging tables;
Actual locality adjustments vary by location;  Employees who received rating of 1 do not receive pay band adjustment or change to locality pay



Average Payout by Rating

Salary Increase

Average 
Rating 

of  
Record

% of  
Total 
Rated

Performance 
Bonus Total

Pay Band 
Adjustment

g
Locality 

Pay
Performance 

Increase
Total 

Salary

1 0.2% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0%

2 1.6% 1.5% 1.0% 0.0% 2.5% 0.0% 2.5%

3 57% 1.5% 1.0% 2.5% 5.0% 1.3% 6.3%

4 36.1% 1.5% 1.0% 4.5% 7.0% 2.3% 9.3%

5 5.1% 1.5% 1.0% 6.7% 9.2% 3.7% 12.8%

Overall 100% 1.5% 1.0% 3.4% 5.9% 1.7% 7.6%

*All Bargaining unit employees in NSPS received at least the equivalent of GPI.

Ratings and performance increase results are as of January 23, 2008.  Data source is DCPDS Compensation Workbench staging tables;
Actual locality adjustments vary by location;
Employees who received rating of 1 do not receive pay band adjustment or change to locality pay
Overall Averages are weighted by number of employees who were rated at each level
Totals may reflect rounding errors

All Bargaining unit employees in NSPS received at least the equivalent of GPI.
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Why 2.26%?

Under NSPS, the performance-based payouts will replace Title 5 
Within Grade Increases (WGI), Quality Step Increases (QSI), and 
promotions between grades that have been banded (e.g., GS 9-13)

The NSPS equivalent of cost of labor adjustments (GPI and locality pay) 
and promotions across pay bands (band 1 to band 2) will be determined 
outside of the pay pool process

Therefore, to maintain equivalence with Title 5, pay pools should 
spend approximately the same amount they would have spent on spend approximately the same amount they would have spent on 
Title 5 Within Grade Increases (WGI), Quality Step Increases (QSI), 
and promotions between grades that have been banded 

The pay pool funding percent is NOT the same as the rate of change in The pay pool funding percent is NOT the same as the rate of change in 
the organization’s civilian pay budget or average grade and step
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Pay Pool Funding vs Civilian Personnel Costs

Pay pool funding is different from your civilian 
personnel budget

Pay pool funding is one of many things that can 
affect your civilian personnel costs; others include:y p ;

Separations
Hiring lags
N  hi  l iNew hire salaries
Reassignment salary increases
Extraordinary Pay Increases (EPI)Extraordinary Pay Increases (EPI)
Organizational Achievement Recognition (OAR)
Accelerated Compensation for Developmental Positions 
(ACDP)
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(ACDP)



Building a Compensation Strategy

Establish a compensation team to answer the following questions

Who is your peer group?

Wh t i   k t t t ?What is our market strategy?

What is the status of our labor pool?

Do we have or care about internal pay equity?p y q y

What types of recognition are important to my workforce?

Are there some job that are “worth more” to my organization’s 
success?success?

Conduct a mock pay pool, analyze results, and make corrections to 
business rules and procedures as necessary

Have a compensation communication strategy for employees and 
supervisors

Involve your employees and supervisors whenever appropriate 
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Involve your employees and supervisors whenever appropriate 
when determining polices and business rules



Compensation Team

Leadership
Advises on internal/external equity

Human Resources

- Establishes compensation strategy and policy
- Establishes mission and goals
- Identifies workforce competencies and   

characteristics critical to mission
- Establishes appropriate salary ranges

D l f t i
Mission-Focused

C ti

- Advises on internal/external equity
- Develops recruitment strategy
- Consults on compensation decisions 

- Develops performance metrics
- Ensure compliance with EEO and Merit

Systems  Principles

Compensation 
Strategy

- Executes compensation transactions
- Assists leadership develop performance

metrics

- Assists leadership align budget with workforce 
i t

Financial Managers

requirements;
-Responsible for budget planning, execution and    

forecasting;
- Consults on compensation decisions
- Assists leadership develop performance metrics
- Executes financial obligations and expenditures
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- Executes financial obligations and expenditures 



DoD Compensation Certificate Program

Core Compensation KSAs via    
CPMS /  World-at-Work Course

Compensation Competencies

Technical 
(HR G li t)

Compensation Fundamentals / 
Accounting & Finance 

Understanding of  basic market-
pricing(HR Generalist) Accounting & Finance 

DoD Finance & Budgeting 
Case Study 

pricing
Ability to understand salary survey 

data
Ability to provide initial salary and 

pay setting guidance

Advisory 
Compensation 
Analyst

Base Pay Management 
Quantitative Methods
Market Pricing-Conducting a Competitive  

Analysis

Ability to provide salary and pay-
setting guidance

Ability to conceptualize business 
unit line-of-sight with overall 

t  lCase Study corporate goals
Awareness of  national and industry-

wide market changes

Strategic 
Business Partner

Variable Pay Incentives, Recognition, and 
Bonuses

Broad knowledge of  business 
concepts and strategiesBusiness Partner Bonuses

Global Compensation
Strategic Communication in Total 

Rewards
Internal Consulting Skills

concepts and strategies
Develop programs aligned with 

mission and culture
Awareness of  market changes
Provide competitive and cost-
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g p
effective compensation solutions



Closing Remarks

NSPS provides a more modern, flexible 
compensation frameworkp

Organizational leaders must learn to operate Organizational leaders must learn to operate 
within that framework in a way that best fits 
their organization and supports individual and 
organizational success
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NSPS Website

QUESTIONS?
www.cpms.osd.mil/nsps
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