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a. [bookmark: _Toc365647268]Study Rationale and Focus
The countries of Central America and the Dominican Republic face major fiscal challenges. On the one hand, the low growth that the region’s main trading partner (USA) registered after the global financial crisis, coupled with the high price of oil (of which the countries of the region are net importers), have produced a slower pace of economic activity in the region because of their negative impacts on exports and remittance flows. This dynamic has negatively impacted tax revenues as a percentage of GDP, which remain below pre-crisis levels. In addition, increases in public spending between 2007 and 2011 in these countries, often reflecting the fiscal stimulus response to the global financial crisis, have focused on inflexible expense categories, mainly wages and transfers, which in most of the cases have led to chronic fiscal deficits. Several of the countries in the region have been financing the deficits generated by inflexible expenditures through the issuance of debt in international markets, taking advantage of the liquidity and low interest rates, whose fluctuation in the future is uncertain. 
Not having accompanied this expansion in spending with sufficient strengthening of revenue systems, and having relaxed their control on public employment and wage policy, several of these countries are now in a most compromised situation, with the risk of not ensuring a fiscally sustainable wage bill in the future.[footnoteRef:1] [1:  The wage bill of the central administration for all of the countries covered in this study has increased by at least a full percentage point of GDP between 2008 and 2011, with the exception of the Dominican Republic.  However, in the majority of cases, this was not accompanied by increases in tax revenues, so as to be able to sustainably finance these higher wage bill costs.] 

Staff expenditure rigidity means that States may not reduce the wage bill sharply, but rather, that for any reductions to be politically viable, they must be implemented gradually, with careful planning and consideration of technical and political factors.  Of course, increasing revenues is another option for addressing fiscal sustainability of the wage bill.  That option is not the focus of this study.  Rather, this study focuses more narrowly on the wage bill and its determinants and options for either enhancing public sector labor productivity or reducing the wage bill.  As noted, options for enhancing revenues would also need to be considered; but they are not the focus of this study.
Perhaps the most important services financed by the State include: education, health and public safety (internal security forces).  These typically represent more than 50% of primary spending, and are an important component of the wage bill.  This implies that any reduction or containment in the number of employees or their compensation may have a strong impact on the delivery of public services. 
Based on the demand of Governments in the region, the Inter-American Development Bank will provide technical assistance through this regional study to the countries of Central America and the Dominican Republic, to assist them in taking policy actions aimed at improving the management of public employment and wages.  To accomplish this, this study will: 
· develop national diagnoses and a regional diagnosis relative to public employment management focusing on its fiscal impact as well as aspects of efficiency, both overall and in specific sectors (education, health and public safety), identifying common challenges for the countries of the region and taking as reference standards or benchmarks in comparable countries outside the region; and
· propose possible actions in the management of public employment and wage policy, with the aim of increasing the efficiency of spending on personnel in the public sector, both at the regional and country levels, both generally and for specific sectors: namely, education, health and public safety.
This study will cover Belize, Costa Rica, Dominican Republic, El Salvador, Guatemala, Honduras, Nicaragua and Panama. It will compile evidence and undertake analyses aimed at informing decision making by Governments in the region on wage bill and worker-productivity issues, particularly given the increasing risk of external shocks.
Importantly, this study is restricted to (a) examining only the labor cost side of wage bill issues, and (b) public sector activities, excluding provision of public services by semi-autonomous entities or the private sector.  Regarding (a), as noted above, the team recognizes that it is also possible to respond to the fiscal pressures of a high wage bill by increasing revenues.  In the interest of keeping a sufficiently narrow study focus to allow useful analysis, given the time and budget constraints of this study, this study will address only employment and wage bill management options.  Regarding (b), for the same reasons, this study focuses narrowly on elements of the public sector wage bill and public sector employment and wage bill management options for ensuring efficient use of public sector wage bill resources and a fiscally sustainable public sector wage bill.  Certainly, the provision of subsets of specific public services (such as some education, health or personal security services) can be undertaken by semi-autonomous or private sector agents.  Those options are also worth exploration.  They are, however, beyond the scope of this study.
b. [bookmark: _Toc365108046][bookmark: _Toc365247889][bookmark: _Toc365647269]Methodology
This document proposes a methodology for this study.  The methodology aims to shed light on the following issues:
1. How serious are the employment and wage bill challenges and risks faced by these countries?
2. What factors systematically limit the capacity of Governments in these countries to address those challenges and risks?
3. What would be the likely direct impacts of a number of options aimed at addressing those wage bill challenges and risks, particularly in terms of savings or costs?
1. [bookmark: _Toc365647270]Coverage
The study addresses two distinct subsets of the public administration: (i)  budget-financed organizations; and (ii) publicly financed entities within the three largest sectors – health, education and public safety.  Budget-financed organizations include all publicly financed organizations whose wage bill is explicitly identified in and controlled through the budget.  Within each of the three major sectors, which will be examined in more detail, all organizations financed through the public sector will be included, regardless of whether or not their wage bill is explicitly identified in and directly controlled through the budget.
2. [bookmark: _Toc365647271]Seriousness of Employment and Wage Bill Risks
The study will first focus on the seriousness of employment and wage bill challenges and risks.  It will do so by examining normalized employment and wage bill data over the 2005-12 period (to be able to cover pre-crisis, crisis and post crisis levels).  It will take four basic cuts at this task:
1. [bookmark: _Toc365647272]Drivers-of-labor-demand analysis:  Aggregate employment and wage bill magnitudes relative to relevant drivers of demand for the sets of services or functions addressed by either the public sector as a whole or some specific sector.  Key sectors to be addressed in this analysis are the three most significant functions, in terms of the wage bill, of these Governments; namely, education, health and public safety.  A limited number of smaller elements of the civilian general government portfolio will also be examined: namely the core civil service and, within this administrative cadre: customs administration, tax administration, foreign affairs, social security, personnel management and civil registries.[footnoteRef:2]  Data on total employment and total wage bill for both General Civilian Government and for each of these sectors, normalized by proxies for drivers of demand for the services provided by those staff (and that part of the wage bill) will be examined both for (a) changes over the 2005-12 study period, and (b) their magnitudes relative to similar data in comparator countries.  Insofar as such data can be inexpensively compiled from published sources, these latter (cross-country) comparisons will cover not just the 8 target countries, but other Latin American countries and a set of other international comparator countries matched on the basis of four factors: (i) population, (ii) income per capita, (iii) value of exports plus imports as a percentage of GDP, and (iv) type of judicial system (adversarial vs. accusatory).[footnoteRef:3]    Such comparisons will provide crude evidence on the extent of over- or under-staffing and wage bill relative to drivers of demand for each of the sectors studied, as well as recent changes in these. [2:  These institutions are being proposed because of their presence and relatively homogeneous role in all countries. In the case of Foreign Affairs, it will cover all staff at foreign missions, many times representing a considerable portion of the budget.]  [3:  Matching along these four dimensions is intended to ensure comparability on the basis of: (i) country size; (ii) level of economic development; (iii) risks associated with the extent of dependence of the economy on foreign trade, and (iv) type of judicial system (for the security sector analysis).] 


2. [bookmark: _Toc365647273]Labor intensity analysis:  Aggregate labor indicators normalized by complementary input indicators.  Ratios of labor inputs (employment, wage bill) relative to similar measures of complementary inputs (other inputs, expenditures on other inputs) will shed light on the extent to which each country’s labor intensity diverges from regional and international norms.  Significantly higher than average labor intensity would suggest the possibility of efficiency gains by adjusting labor intensity downward.  As with the labor/drivers-of-demand analyses, such comparisons will be undertaken by sector and over time.  Moreover, insofar as data availability permits, such analyses will also be undertaken by specific cadres or career streams within any given sector.  This more drilled-down analysis will also permit analysis of whether particular types of labor are under- or over-utilized in a given sector, relative to other types of labor; e.g., doctors vs. nurses, administrators vs. teachers, permanent vs. temporary staff, etc.

3. [bookmark: _Toc365647274]Labor efficiency analysis:  Aggregate output indicators normalized by employment or wage bill measures.  Normalized simple indicators of outputs will be compared with similar data for comparator countries, on both cross-sectional basis and over time.  This analysis will complement the drivers-of-demand and labor-intensity analyses, shedding light on the relative productivity of labor resources by sector in comparison to other countries in the region and the world.  

4. [bookmark: _Toc365647275]Labor efficiency variance analysis:  Variance in normalized indicators of (a) labor intensity and (b) worker productivity across homogeneous organizational units within both General Government and each of the specific sectors covered by this study.  Such comparisons will shed evidence on how efficiently labor and complementary inputs are allocated across homogeneous organizational units, thereby providing helpful guidance to Governments in each of the target countries as to how they might sensibly reallocate such resources to improve productivity, while either not increasing costs or actually reducing total labor costs.  The basic idea would be to reduce labor expenditures within those organizational units with less efficient (than, say, the average) normalized levels of employment or wage bill expenditures.  Reallocating some of those reduced resources to organizational units with above average efficiency (by such indicators) would provide a means of enhancing productivity without increasing wage bill expenditures.

5. [bookmark: _Toc365647276]Salary structure analysis: Inefficiencies in wage bill expenditures can also be a consequence of a poorly designed salary structure.  In particular, salary structures that include large numbers of and expenditures on additions to salary that do not reflect job requirements (skills, knowledge, responsibilities, etc.) drive up wage bill costs without cost-effectively enhancing the attractiveness of public employment relative to private sector employment opportunities.  Data on the structure of remuneration, including the number of elements of remuneration and their magnitudes, as well as horizontal compression ratios (see Annex 6) will facilitate this analysis.
Tabular summaries of the data to be gathered for each of these types of analysis may be found in Annexes 1-4:
Annex 1: Drivers of labor demand indicators 
Annex 2: Labor intensity indicators 
Annex 3: Labor efficiency indicators, including salary structure indicators
Annex 4: Labor efficiency variance analysis 
3. [bookmark: _Toc365647277]Impediments to Addressing Employment and Wage Bill Risks
Without understanding why public sector labor resource allocations have become less efficient than they could be, Governments will be hard pressed to figure out how they could sustainably address the underlying causes of those inefficient allocation decisions.  Accordingly, the second major task of this study will be to shed light on a number of factors that may be systematically undermining efforts to ensure that public finances devoted to labor inputs are as productive as possible.   
Ensuring productive use of finances devoted to labor requires an HRM system which, in practice, does a good job of addressing four core HRM system objectives: (i) wage bill sustainability; (ii) attracting and retaining needed human capital[footnoteRef:4]; (iii) focusing employees on performance/productivity[footnoteRef:5]; and (iv) ensuring meritocratic, depoliticized HRM practices.[footnoteRef:6]  Accordingly, the analysis of impediments to efficient use of resources devoted to labor in the public sector will examine both how well each of these four HRM system objectives is being advanced, as well as the degree to which various determinants of the performance of an HRM system along each of these dimensions are in place in a particular country and sector.  In short, this analysis will proceed along two complementary tracks for each of those four HRM system objectives:  [4:  Attracting and retaining highly qualified staff is widely recognized as a key to organizational unit productivity.]  [5:  Motivating staff to use their time productively is also widely recognized to be an important determinant of organizational unit productivity.]  [6:  While this final HRM system objective may appear on its face to be somewhat tangential to ensuring efficient use of human resources, a substantial empirical literature provides ample evidence that meritocratic, depoliticized HRM practices, particularly with respect to recruitment and selection, are a particularly significant determinant of performance in the public sector, particularly within developing countries.  See, e.g.: Rauch, James E., and Peter B. Evans (2000), “Bureaucratic Structure and Bureaucratic Performance in Less Developed Countries,” Journal of Public Economics 75: 49-71.  Anderson, James, Reid, Gary J., and Randi Susan Ryterman, Understanding Public Sector Performance in Transition Countries – An Empirical Contribution (The World Bank: June 30, 2003). Recanatini, Francesca; Prati, Alessandro; and Guido Tabellini, “Why Are Some Public Agencies Less Corrupt Than Others?  Lessons for Institutional Reform from Survey Data”, working paper (The World Bank: December 2008); Tendler, Judith, Good Government in the Tropics, (The Johns Hopkins University Press, Baltimore, MD: 1997).] 

a. HRM system performance analysis:  This part of the analysis will gather objective data (where available) on a wide array of indicators of the extent to which each of the above four HRM system objectives is being satisfied in a given country and sector.  
b. HRM system design and implementation analysis:  This part of the analysis will gather both objective and subjective data on a wide array of indicators of the extent to which the institutional underpinnings of each of the above four HRM system objectives is in place in a given country and sector.  
[bookmark: _Toc365647278]HRM system performance analysis: [footnoteRef:7]   Annex 5 identifies sets of HRM system performance indicators to be sought to undertake the HRM system performance analysis. That annex includes two tables.  The first identifies a set of “core” indicators; i.e., indicators that will be given high priority during the data collection phase of the study, as they are more likely to be available.  The second table in Annex 5 identifies a lower priority set of indicators.  These indicators could be very useful whenever they are available, but previous experience with such data gathering efforts suggests that the team is unlikely to be able to obtain such data in most countries. [7:  The indicators identified in Annexes 5-7have been distilled from the World Bank’s Human Resource Management Actionable Governance Indicators (HRM AGI) instrument and the Guidance Note developed for users of that instrument, both of which may be found at: http://web.worldbank.org/WBSITE/EXTERNAL/TOPICS/EXTPUBLICSECTORANDGOVERNANCE/0,,contentMDK:22559299~pagePK:210058~piPK:210062~theSitePK:286305,00.html 
] 

[bookmark: _Toc365647279]HRM system design and implementation analysis: [footnoteRef:8]  In addition to direct evidence on the extent to which core HRM system objectives are being furthered, information on the extent to which key determinants of HRM system performance with respect to each of those objectives can prove helpful for formulating advice on what a Government could do to improve the performance of its HRM systems, and thereby, strengthen its ability to address any wage bill sustainability and worker productivity weaknesses.  Accordingly, Annex 6 provides a tabular summary of a core set of indicators that can underpin any such assessments, while Annex 7 provides a bullet point summary of key features of policies (rules) and implementation practices that typify effective HRM systems with respect to each of their immediate objectives.  These two annexes, in combination,  provide guidance to the research team on useful information and how to assess whether a given country has a sensible set of policies and practices underpinning its efforts to ensure effective HRM practices, and as such, a fiscally sound and productive wage bill.   [8:  Ibid. 
] 

In addition, Annex 8 provides guidance on some important trade-offs posed by policies that impose certain rigidities on pay and employment policy options available to governments.  Perhaps the most significant of such trade-offs is that between affording greater due process protections to some cadres of public employees in order to reduce the risks of politicization of major HRM actions within those cadres.  Key HRM actions typically constrained by such due process protections include recruitment and selection as well as dismissals.
4. [bookmark: _Toc365647280]Likely Impacts of Options for Addressing Employment and Wage Bill Risks
The final set of analyses in this study will examine a number of policy options for making adjustments in public employment and/or the wage bill.  Employing data on employment levels and composition, salary levels, parameters governing employment and salary adjustments, parameters governing any severance compensation requirements, parameters governing pensions (which would come into play for workers retrenched earlier than in a no-policy-change environment), the team will prepare projections of the likely immediate and longer term budget implications of various employment and/or salary adjustment policy options.
c. [bookmark: _Toc365647281]Evidence on Results of Previous Attempts to Reduce the Wage Bill
Beyond indicators allowing the research team to gauge which types of wage bill control measures are more feasible and which are less, policy recommendations could potentially also benefit from brief country lessons concerning which wage bill containment and public employment efficiency measures have been sought in the recent past in each country. In other words, it could be helpful to derive lessons learned from reform attempts in each of the countries in the last 20 years to understand which policy options are politically off limits or which policy design features to avoid or pay particular attention to given the local context. These analyses could seek to respond to, for instance, the following sorts of questions:
1. Which measures to contain wage bill costs or enhance public employment efficiency have been taken or attempted in the country in 2008-13 and in previous years?
2. How successful have these measures been in containing wage bill costs or enhancing public employment efficiency?
3. Which actors were involved in supporting or opposing these measures? How have these actors sought to influence reform outcomes?
4. Which factors contributed to the ultimate success/failure of these measures in containing the wage bill or enhancing public employment efficiency?

[bookmark: _Toc365647282]Annex 1: Drivers of Labor Demand Data Requirements

	Unit of Analysis
	Normalizing Variable
	Worker Productivity Indicator
	Interpretation

	General Government and Major Sectors

	Employment
	Population
	Public employment/pop. 
a. General Government
a. Permanent staff
b. Temporary staff
b. Education
a. Permanent staff
b. Temporary staff
c. Health
a. Permanent staff
b. Temporary staff
d. Public Safety
a. Permanent staff
b. Temporary staff
	Compare with international norms

	Employment
	Economically active population
	Public employment/labor force
a. General Government
a. Permanent staff
b. Temporary staff
b. Education
a. Permanent staff
b. Temporary staff
c. Health
a. Permanent staff
b. Temporary staff
d. Public Safety
a. Permanent staff
b. Temporary staff
	Compare with international norms

	Wage bill
	GDP
	Public wage bill/GDP 
a. General Government
a. Permanent staff
b. Temporary staff
b. Education
a. Permanent staff
b. Temporary staff
c. Health
a. Permanent staff
b. Temporary staff
d. Public Safety
a. Permanent staff
b. Temporary staff
	Compare with international norms

	Selected Sectors

	  Customs Administration

	Employment
	Value of imports + exports
	Customs administration employment/value of imports & exports
a. Permanent staff
b. Temporary staff
	Compare with international norms

	Wage bill
	Value of imports + exports
	Customs administration wage bill/value of imports & exports 
a. Permanent staff
b. Temporary staff
	Compare with international norms

	  Tax Administration

	Employment
	GDP
	Tax administration employment/GDP 
a. Permanent staff
b. Temporary staff
	Compare with international norms

	Wage bill
	GDP
	Tax administration wage bill/GDP 
a. Permanent staff
b. Temporary staff
	Compare with international norms

	Wage bill
	VAT tax revenues
	Tax administration wage bill/tax revenues 
a. Permanent staff
b. Temporary staff
	Compare with international norms

	  Personnel Management 

	Employment
	Civilian general government employment
	Central personnel management agency employment/civilian general government employment 
a. Permanent staff
b. Temporary staff
	Compare with international norms

	Wage bill
	Civilian general government employment
	Central personnel management agency wage bill/civilian general government employment 
a. Permanent staff
b. Temporary staff
	Compare with international norms





[bookmark: _Toc365647283]Annex 2: Labor Intensity Data Requirements
	Objective
	Rationale
	Performance Indicator[footnoteRef:9] [9:  Whenever feasible, data will also be sought that would allow analysis of rural and urban employment and wage bill issues separately.  As such, all indicators included in this Annex should be gathered by urban/rural, if feasible.] 


	Wage bill isn’t crowding out other budget expenditures (e.g. investment)
	Excessive concentration of expenditures in the wage bill can crowd out expenditures on other inputs, such as capital and non-wage running costs
	Actual wage bill as a % of total budget expenditures: 
a. General Government
b. Education
c. Health
d. Public Safety

	Wage bill isn’t crowding out investment expenditures (e.g. investment)
	Excessive concentration of expenditures in the wage bill can crowd out expenditures on capital investments, which may be particularly important for productivity of staff
	Actual wage bill as a % of  investment spending: 
a. General Government
b. Education
c. Health
d. Public Safety

	Wage bill isn’t crowding out other budget expenditures  (e.g. investment)
	Excessive concentration of expenditures in the wage bill can crowd out expenditures on other inputs, such as capital and non-wage running costs
	Actual wage bill/budget-financed spending on non-wage inputs by the relevant ministry: 
a. General Government
b. Education
c. Health
d. Public Safety


[bookmark: _Toc365647284]Annex 3: Labor Efficiency Data Requirements
	Unit of Analysis
	Normalizing Variable
	Worker Productivity Indicator[footnoteRef:10] [10:  Whenever feasible, data will also be sought that would allow analysis of rural and urban employment and wage bill issues separately.  As such, all indicators included in this Annex should be gathered by urban/rural, if feasible.] 

	Interpretation

	Health sector[footnoteRef:11] [11:  If health sector includes both public and either semi-autonomous or private sector entities, this section should NOT be replicated. The full set of health sector indicator worker productivity indicators should be captured only for core public sector health care facilities.] 


	Evidence on results

	Patient visits-consults
	Health care staff
	Monthly (or annual) patient visits per health care staff, by type of facility:
a. Hospitals
b. Primary health care facility
	Compare with international norms

	Patient visits-consults
	Doctors
	Monthly (or annual) patient visits per doctor, by type of facility:
a. Hospitals
i. Outpatient Treatments/(# Doctors + #Nurses)
ii.  Lab Exams/#Lab. Technicians (Microbiologos) or (Lab. + X-rays exams)/(#Health Technicians)
b. Primary health care facility: Outpatient visits/doctor
	Compare with international norms

	Surgeries
	Hospitals
	Monthly (or annual) surgeries per hospital
	Compare with international norms

	Surgeries
	Doctors
	Monthly (or annual) surgeries per doctor
	Compare with international norms

	Evidence on worker productivity

	Immunizations
	Population (by segment)
	Immunizations/relevant population by type of immunization:
1) Polio (menores de 1 año)
2) DPT or Pentavalente (menores 18 meses)
3) DPT or Pentavalente (4-5 años)
4) SRP (menores 2 años)
	Compare with international norms

	Health workers
	Population
	Health care workers/pop. 
a. Doctors[footnoteRef:12]/pop. [12:  Doctors include all MDs.  If data is available by specialty, doctors could be sorted into (i) highly specialized (e.g., neurosurgeons, etc.); (ii) specialized (e.g., pediatricians, OB/GYN, etc.); and (iii) general practitioners.] 

b. Nurses[footnoteRef:13]/pop [13:  Nurses include all RNs.  If data is available by skill level, these could be sorted into: (i) midwives; (ii) nurse practitioners; (iii) nurses.] 

c. Technicians[footnoteRef:14]/pop [14:  If data permits, these could be sorted into: (i) lab technicians; (ii) physician assistants.] 

d. Dentist/pop
e. Community health workers/pop
f. Administrative-management[footnoteRef:15]/pop. [15:  These would include both doctors and non-doctors serving in administrative or managerial roles.  If more detailed data is available, these could be sorted into: (i) MDs in admin-managerial roles; (ii) non-MDs in admin-managerial roles.] 

	Compare with international norms

	Wage bill for health workers
	Population
	Wage bill for health care workers/pop. 
a. Doctors/pop.
b. Nurses/pop
c. Technicians/pop
d. Dentist/pop
e. Community health workers/pop
f. Administrative-management/pop.
	Compare with international norms

	Health workers
	Patient visits & Dental treatments accordingly
	Health care workers/patient visit 
a. Doctors/(surgeries plus outpatient visits)
b. Nurses/(surgeries plus outpatient visits)
c. Technicians/(surgeries plus outpatient visits)
d. Community health workers/outpatient visits
e. Administrative-management/patient visit
f. Dentists/Dental Treatments
	Compare with international norms

	Wage bill for health workers
	Patient visits & Dental treatments accordingly
	Wage bill for health care workers/patient visit
a. Doctors wage bill/(surgeries plus outpatient visits)
b. Nurses wage bill/(surgeries plus outpatient visits)
c. Technicians wage bill/(surgeries plus outpatient visits)
d. Community health workers wage bill/outpatient visit
g. Administrative-management wage bill/patient visit
h. Dentists wage bill/dental treatments
	Compare with international norms

	Total health care staff, excluding dentists
	Doctor
	Total health care staff per doctor, by Hospital
	Compare with international norms

	Administrative-managerial staff within the health care sector
	Doctor
	Administrative-managerial staff per doctor, by Hospital
	Compare with international norms

	Health sector technicians
	Health sector employment
	Health sector technicians/Health sector employment, by Hospital

	Compare with international norms

	Hospital beds
	Occupancy
	Hospital bed occupancy rates.
	Compare with international norms

	Average length of hospital stay
	Hospital
	Average length of hospital stay/hospital
	Compare with international norms

	Education sector[footnoteRef:16] [16:  If education sector includes both public and either semi-autonomous or private sector entities, this section should be replicated, to capture each of those subsets of the education sector separately; i.e., the full set of education sector indicator worker productivity indicators should be captured separately for : (i) core public sector education facilities, (ii) semi-autonomous/decentralized education facilities, and (iii) private sector education facilities.  Private sector education facilities would only be captured if they are at least partially financed through the public sector.] 


	Evidence on results

	Enrollments by level of schooling
	School-age population by level of schooling
	Enrollments/school age pop:
a. Primary 
b. Secondary 

	Higher enrollment rates suggest better education coverage

	Student flow rates by level of schooling
	Pupils by cohort, by level of schooling
	Percent of student cohort that advances from one level of schooling to the next:
a. Primary to secondary
b. Secondary to tertiary
	Higher matriculation rates suggest more successful educational achievement

	Repetition rates by level of schooling
	Pupils by level of schooling
	Repeaters as % of total enrollment, by level of schooling:
a. Primary 
b. Secondary 
	Lower repetition rates suggest more successful educational achievement

	Time in classroom, by level of schooling
	Averages for schools, averaged across all schools within a given level of education
	a. Actual days of schooling per academic year by level of education (in practice):[footnoteRef:17] [17:  Average of school averages within the level of education indicated.] 

i. Primary 
ii. Secondary 
b. Actual hours of classroom instruction/day of schooling, by level of education (in practice)[footnoteRef:18] [18:  Ibid.] 

i. Primary 
ii. Secondary 
	Larger amounts of time in classroom contribute to greater learning

	Evidence on worker productivity

	Enrollments by level of schooling
	Wage bill by level of schooling
	Enrollments/school age pop per wage bill, by type of schooling:
a. Primary 
b. Secondary 
	Higher enrollment rates per wage bill expenditure suggest more efficient education coverage

	Student flow rates by level of schooling
	Wage bill, by type of school
	Percent of student cohort that advances from one level of schooling to the next per wage bill by type of schooling:
a. Primary to secondary
b. Secondary to tertiary
	Higher matriculation rates per wage bill suggest more efficient educational achievement

	Repetition rates by level of schooling
	Wage bill by level of schooling
	Repeaters as % of total enrollment per wage bill, by level of schooling:
a. Primary 
b. Secondary 
	Lower repetition rates per wage bill suggest more efficient educational achievement

	Time in classroom, by level of schooling
	Wage bill, by level of schooling
	Time in classroom per wage bill, by level of schooling:
a. Actual days of schooling per academic year  per wage bill by level of education
a. Primary 
b. Secondary 
b. Actual hours of classroom instruction/day of schooling per wage bill, by level of education
a. Primary 
b. Secondary 
	Higher time-in-classroom per wage bill suggests more efficient time-in-classroom production

	Education sector staff
	School age population
	Education sector staff/school age pop. 
	Compare with international norms

	Education sector wage bill
	School age population
	Education sector wage bill/school age pop. 
	Compare with international norms

	Teachers
	School age population
	Teachers/school age pop. by level of schooling:
a. Primary 
b. Secondary 

	Compare with international norms

	Teacher wage bill
	School age population
	Teacher wage bill/school age pop. by level of schooling:
a. Primary 
b. Secondary 

	Compare with international norms

	Non-teaching staff
	Education sector staff
	Non-teaching staff/education sector staff
	Compare with international norms

	Non-teaching staff wage bill
	Education sector wage bill
	Non-teaching staff wage bill/education sector wage bill
	Compare with international norms

	Average pupils/teacher
	Teacher
	Average # students/teacher, by level of schooling:
a. Primary 
b. Secondary 
	Compare with international norms

	Pupils
	Classroom
	Average classroom size (pupils/class):
a. Urban
b. Rural

	Compare with international norms

	Absenteeism
	Required hours of classroom teaching
	Teacher absenteeism rates 
	Compare with international norms

	Public Safety[footnoteRef:19] [19:  If Public Safety sector includes both public and either semi-autonomous or private sector entities, this section should be replicated, to capture each of those subsets of the education sector separately; i.e., the full set of Public Safety sector indicator worker productivity indicators should be captured separately for : (i) core public sector Public Safety facilities, (ii) semi-autonomous/decentralized Public Safety facilities, and (iii) private sector Public Safety facilities.  Private sector Public Safety facilities would only be captured if they are at least partially financed through the public sector.
] 

	
	
	

	Evidence on outputs or impacts

	Resolved crimes
	Reported crimes
	Resolved crimes/reported crimes by type of crime, by type of legal system (accusatory vs. adversarial): 
a. Homicide
b. Crime against life (w/o homicide)
c. Crime against property
	Compare with international norms

	Formal reported crimes-accusations (denuncias)
	Population
	Formal reported crimes-accusations (denuncias)/actual crime incidence, by type of crime, by type of legal system (accusatory vs. adversarial):
a. Homicide
b. Crime against life (w/o homicide)
c. Crime against property

	Compare with international norms

	Formal inquiries/ investigations conducted by the police at the request of the Office of the Prosecutor
	Total investigations conducted by the police
	Formal inquiries/ investigations conducted by the police at the request of the Office of the Prosecutor by type of crime, by type of legal system (accusatory vs. adversarial):
a. Homicide
b. Crime against life (w/o homicide)
c. Crime against property

	Compare with international norms

	Cost of delinquency
	Firms
	Average cost of delinquency to firms[footnoteRef:20] [20:  To be compiled from World Bank Enterprise Surveys, when available.] 

	Compare with international norms

	Evidence on worker productivity

	Police force
	Population
	Police/pop.
	Compare with international norms

	Police wage bill 
	Population
	Wage bill/population 
	Compare with international norms

	Administrative-managerial staff
	Police
	Administrative-managerial staff per police
	Compare with international norms

	Absenteeism of police
	Required hours of work 
	Absenteeism rates 
	Compare with international norms




[bookmark: _Toc365647285]Annex 4: Labor Efficiency Variance Analysis Data Requirements

	Unit of Analysis
	Normalizing Variable
	Worker Productivity Indicator[footnoteRef:21] [21:  Whenever feasible, data will also be sought that would allow analysis of rural and urban employment and wage bill issues separately.  As such, all indicators included in this Annex should be gathered by urban/rural, if feasible.] 

	Interpretation

	Health sector[footnoteRef:22] [22:  If health sector includes both public and either semi-autonomous or private sector entities, this section should be replicated, to capture each of those subsets of the health sector separately; i.e., the full set of health sector indicator worker productivity indicators should be captured separately for : (i) core public sector health care facilities, (ii) semi-autonomous/decentralized health care facilities, and (iii) private sector health care facilities.  Private sector health care facilities would only be captured if they are at least partially financed through the public sector.] 


	Evidence on results

	Patient visits-consults
	Health care staff
	Variance across facilities in monthly (or annual) patient visits per health care staff, by type of facility:
a. Hospitals (surgeries plus outpatient visits)
b. Primary health care facility(outpatient visits)
	Greater variance suggests inefficient allocation of health care staff across comparable health care units

	Patient visits-consults
	Doctors
	Variance across facilities in monthly (or annual) patient visits per doctor, by type of facility:
a. Hospitals (surgeries plus outpatient visits)
b. Primary health care facility (outpatient visits)
	Greater variance suggests inefficient allocation of doctors across comparable health care units

	Immunizations
	Population (by segment)
	Variance in immunizations/relevant population by type of immunization:
a) Polio (menores de 1 año)
b) DPT or Pentavalente (menores 18 meses)
c) DPT or Pentavalente (4-5 años)
d) SRP (menores 2 años)
	Compare with international norms

	Evidence on worker productivity

	Health workers
	Patient
	Variance across health care facilities in health care workers/patient, by type of health care facility
a. Hospitals
i. Outpatient Treatments/(Doctors and Nurses)
ii. Lab Exams/Lab. Technicians (Microbiologos) or (Lab. + X-rays exams)/(Health Technicians) 
b. Primary health care facility: Outpatient visits per (doctors plus nurses) 
	Greater variance suggests inefficient allocation of specific types of health workers across comparable health care units

	Total health care staff
	Doctor
	Variance in total health care staff per doctor, by type of health care facility:
a. Hospital
b. Primary health care clinic
	Compare with international norms

	Administrative-managerial staff within the health care sector
	Doctor
	Variance across similar health care facilities in administrative-managerial staff per doctor, by type of health care facility:
a. Hospital
b. Primary health care clinic
	Greater variance suggests inefficient allocation of administrative-managerial staff across comparable health care units

	Health sector technicians
	Doctors and nurses
	Variance across similar health care facilities in health sector technicians/doctors plus nurses, by type of health care facility:
a. Hospitals
b. Primary health care facility
	Greater variance suggests inefficient allocation of health technicians relative to doctors & nurses across comparable health care units

	Hospital beds
	Occupancy
	Variance in hospital bed occupancy rates across hospitals.
	Greater variance suggests inefficient allocation beds across hospitals

	Average length of hospital stay
	Hospital
	Variance across hospitals in average length of hospital stay
	Greater variance suggests inefficient hospital stay management in the higher than average hospitals

	Education sector[footnoteRef:23] [23:  If education sector includes both public and either semi-autonomous or private sector entities, this section should be replicated, to capture each of those subsets of the education sector separately; i.e., the full set of education sector indicator worker productivity indicators should be captured separately for : (i) core public sector education facilities, (ii) semi-autonomous/decentralized education facilities, and (iii) private sector education facilities.  Private sector education facilities would only be captured if they are at least partially financed through the public sector.
] 


	Evidence on results

	Enrollments by level of schooling
	School-age population by level of schooling
	Variance across schools in enrollments/school age pop:
a. Primary 
b. Secondary f
	Greater variance suggests inefficient use of resources in the low-enrollment rate schools

	Student flow rates by level of schooling
	Pupils by level of schooling
	Variance in student flow rates across schools, by type of school:
a. Primary to secondary
b. Secondary to tertiary
	Higher matriculation rates suggest more successful educational achievement

	Repetition rates by level of schooling
	Pupils by level of schooling
	Variance in repetition rates across schools:
a. Primary 
b. Secondary 
	Lower repetition rates suggest more successful educational achievement

	Time in classroom, by level of schooling
	N/A
	a. Variance across schools in actual days of schooling per academic year by level of education 
a. Primary 
b. Secondary 
b. Variance across schools in actual hours of classroom instruction/day of schooling, by level of education
a. Primary 
b. Secondary 
	Larger amounts of time in classroom contribute to greater learning

	Evidence on worker productivity

	Teachers by school, by type of school
	School age population
	Variance in teachers/school age pop, by level of schooling:
a. Primary 
b. Secondary
	Greater variance suggests inefficient allocation of teachers across similar types of schools

	Teacher wage bill by school, by type of school
	School age population
	Variance in teacher wage bill/school age pop, by level of schooling:
a. Primary 
b. Secondary 
	Greater variance suggests inefficient allocation of teacher wage resources across similar types of schools

	Non-teaching staff by school, by type of school
	Education sector staff
	Variance in non-teaching staff/education sector staff 
	Greater variance suggests inefficient allocation of education staffing composition across similar organizational units

	Non-teaching staff wage bill, by type of school
	Education sector wage bill
	Variance in non-teaching staff wage bill/education sector wage bill 
	Greater variance suggests inefficient allocation of education staffing resources across similar organizational units

	Average pupils/teacher by school, by type of school
	Teacher
	Variance in # of students/teacher across schools, by level of schooling:
a. Primary 
b. Secondary 
	Greater variance suggests inefficient allocation of teachers across similar types of classrooms

	Classroom
	Pupils
	Variance in average classroom size
	Greater variance suggests inefficient allocation of teachers across similar types of classrooms


[bookmark: _Toc365647286]Annex 5: HRM System Performance Indicators

Table 1: Core HRM System Performance Indicators
	Objective
	Rationale
	Performance Indicator

	1. Attract and retain qualified staff

	Retain qualified staff

	Ensure low annual staff turnover rates.
	Low annual turnover rates of recent recruits suggest that staff find public employment attractive enough to remain within the public administration.  
	[bookmark: _Ref364257466]Average annual turnover rates for recent recruits (within the most recent 3 years).[footnoteRef:24]  [24:  Annual data should be mapped against changes in political leadership.  Non-election years would provide baseline evidence on retention rates, while election year data (and the immediately following year, if an election occurs near the end of a calendar year) would provide estimates of post-election turnover rates, and hence, shed light on the extent of politicization (see  below).  ] 

a. Permanent staff
b. Temporary staff 

	2. Performance-encouraging HRM practices

	Staff actually work
	High absenteeism is a sign that staff are not adequately motivated to work.
	Average absentee rate within a given cadre of staff.

	3. Meritocratic, depoliticized HRM practices[footnoteRef:25] [25:  Alternatively, this study could simply rely on data previously captured in an IDB sub-region wide 2012 civil service diagnostic (http://informebarometro.com/).] 


	Turnover within the public service is unrelated to changes in political leadership
	Quarterly public service turnover rates that spike immediately following a change in political leadership suggest that civil service appointments and departures are significantly influenced by political pressures.
	Quarterly (or annual) public service turnover rates during years other than election years or immediate post-election[footnoteRef:26] [26:  See footnote 30.] 


	Dismissal rates within the public service are unrelated to changes in political leadership
	Quarterly public service dismissal rates that spike immediately following a change in political leadership suggest that public service appointments and departures are significantly influenced by political pressures.
	Quarterly (or annual) public service dismissal rates during years other than election years or immediate post-election[footnoteRef:27] [27:  See footnote 30.] 

a. Permanent staff




Table 2: Optional HRM System Performance Indicators
	Objective
	Rationale
	Performance Indicator

	[bookmark: _Ref364257972]1. Attract and retain qualified staff[footnoteRef:28] [28:  Alternatively, this study could simply rely on data previously captured in an IDB sub-region wide 2012 civil service diagnostic (http://informebarometro.com/).] 


	Attract qualified staff

	Ensure attractive conditions of employment across human capital requirements.
	Low variance in the average number of qualified applicants per advertised career stream opening across career streams suggests consistency in attractiveness of terms of employment across career streams.
	Average number of qualified (long-listed) candidates per available position per year (only Education and Security sectors)


	Retain qualified staff

	Ensure that annual staff turnover rates are consistent across skill requirements (career streams, ranks)
	Minimal variance in annual turnover rates among recent recruits across types of positions (e.g., Titles, urban vs. rural locations, etc.) suggests that employment packages are consistently attractive across types of positions; while, large variance in those same turnover rates suggests that the types of positions with higher turnover rates are less attractive than those with lower turnover rates.
	Variance in title-specific annual turnover rates among recent recruits.[footnoteRef:29]  (only Health sector) [29:  See footnote 30.] 

a. Permanent staff
b. Temporary staff

	2. Performance-encouraging HRM practices[footnoteRef:30] [30:  See footnote 34.] 


	Competition in recruitment and selection
	Competitive recruitment and selection procedures enhance transparency, fairness and the odds of merit-based personnel management practices
	% of vacancies filled through advertised, competitive procedures 
a. Permanent staff

	Effective performance evaluation practices
	Performance evaluations are a necessary but not sufficient condition for merit-based HR management practices that link some rewards to performance. 
	% of permanent staff for whom annual performance evaluations were completed, by cadre/career stream 

	
	Variance in performance evaluations is a necessary but not sufficient condition for an effective performance evaluation process.
	% of performance evaluations falling in each rating category, by cadre/career stream 

	Continuously weed out poor performing staff
	As HR management practices improve, poorer performing public servants should exit the public service at non-trivial rates, thereby improving average quality of public service incumbents over time.
	% of permanent public servants receiving the lowest performance rating in two successive years who have left the public service within the following year.
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	Objective
	Rationale
	HRM System Design or Implementation Indicators

	1. Fiscally sustainable wage bill

	Adequate discretion is available to adjust employment levels as needed
	The higher the proportion of staff who can only be dismissed for cause, the more difficult will it be for the Government to adjust employment levels in a timely fashion in response to tightened fiscal constraints.
	Percentage of employment who can only be dismissed for cause (e.g., poor performance, conviction in a criminal case, conviction for corruption, etc.) for each of the following:
a. Ratio for general government employment.
b. Ratio for Education sector employment
c. Ratio for Health sector employment
d. Ratio for Public Safety sector employment

	Financial costs of adjusting employment are not excessive
	Higher severance costs make it more difficult for the Government to adjust employment levels in a timely fashion in response to tightened fiscal constraints
	Average severance cost per employee dismissed, by (a) permanent staff, and (b) temporary staff for each of the following:
a. General government employment
b. Education sector employment
c. Health sector employment
d. Public Safety sector employment

	Transactions costs of adjusting employment are not excessive
	Higher transactions costs of dismissing staff make it more difficult for the Government to adjust employment levels in a timely fashion in response to tightened fiscal constraints
	Perception of percentage of dismissals resulting in judicial processes, by (a) permanent staff, and (b) temporary staff for each of the following:
a. General government employment
b. Education sector employment
c. Health sector employment
d. Public Safety sector employment

	Transactions costs of adjusting employment are not excessive
	Higher transactions costs of dismissing staff make it more difficult for the Government to adjust employment levels in a timely fashion in response to tightened fiscal constraints
	Percentage of judicial processes resulting from dismissals won by dismissed employee, by (a) permanent staff, and (b) temporary staff for each of the following:
a. General government employment
b. Education sector employment
c. Health sector employment
d. Public Safety sector employment

	Hiring freezes are feasible in practice
	Hiring freezes (partial or complete) provide a useful tool for Governments to adjust employment levels in in response to tightened fiscal constraints.
	Number and length of hiring freezes imposed between 2008-2013, for each of the following:
a. General government employment
b. Education sector employment
c. Health sector employment
d. Public Safety sector employment

	Cross-cutting de facto constraints on redundancies and wage cuts are not excessive
	Large numbers of public sector unions tend to make negotiations on pay and employment issues more difficult, contributing to weaker control of the wage bill.
	Number of public sector unions within each of the following:
a. General government employment
b. Education sector employment
c. Health sector employment
d. Public Safety sector employment

	Cross-cutting de facto constraints on redundancies and wage cuts are not excessive
	Large numbers of unionized public employees is correlated with greater union power, which tends to make negotiations on pay and employment issues more difficult, contributing to weaker control of the wage bill.
	Perception of percentage of public employees unionized within each of the following:
a. General government employment
b. Education sector employment
c. Health sector employment
d. Public Safety sector employment

	Cross-cutting de facto constraints on redundancies and wage cuts are not excessive
	Higher numbers of strikes (collective actions) suggest greater public union power, which tends to make negotiations on pay and employment issues more difficult, contributing to weaker control of the wage bill.
	Perception of  total number of working days lost to strikes[footnoteRef:31] (or other forms of collective action) by public sector union per year within each of the following: [31:  Or number of days of strikes.] 

a. General government employment
b. Education sector employment
c. Health sector employment
d. Public Safety sector employment

	2. Attract and retain qualified staff

	Competitive remuneration
	More competitive remuneration makes public employment more attractive
	Average public employee total remuneration as a percent of “GDP per person employed (constant 1990 PPP $)”, by (a) permanent staff, and (b) temporary staff for each of the following:
a. General government employment
b. Education sector employment
c. Health sector employment
d. Public Safety sector employment

	Consistency in competitiveness of total remuneration across types of positions
	Consistency in the competitiveness of total remuneration across types of positions ensures that the public administration is in a better position to attract all the types of skills it needs.  Failure to ensure such consistency makes it difficult to attract and retain those skill sets for which public sector remuneration is relatively less competitive
	Ratio of total public to private sector remuneration for similar types of positions (career stream, level of responsibility, etc.) by (a) permanent staff, and (b) temporary staff  within each of the following sets of public employees:
a. General government employment
b. Education sector employment
c. Health sector employment
d. Public Safety sector employment

	Concentration of remuneration in elements of salary linked to human capital requirements of the position
	Concentrating remuneration in those elements of compensation that are lined to the human capital requirements of the position makes it easier and less costly to ensure consistency in the competitiveness of total remuneration across types of positions.
	Average base pay (possibly plus other elements of remuneration that are clearly linked to skills and responsibilities of the position) as a percent of total remuneration by (a) permanent staff, and (b) temporary staff for each of the following sets of public employees:
a. General government employment
b. Education sector employment
c. Health sector employment
d. Public Safety sector employment

	Small horizontal compression ratio
	Small variance in total remuneration across similar types of positions enhances the perceived fairness of a pay system, thereby improving employee morale.
	Ratio of highest total remuneration to lowest total remuneration for a prototype position[footnoteRef:32] (teachers/doctors/etc) by (a) permanent staff, and (b) temporary staff within each of the following sets of public employees: [32:  To capture variations in this indicator across broad categories of staff, it would be advisable to calculate such horizontal compression ratios for more than one prototype position; e.g., a prototype management position, a prototype professional position; a prototype administrative position, a prototype unskilled position.] 

a. General government employment
b. Education sector employment
c. Health sector employment
d. Public Safety sector employment

	Limited number of additions to base salary
	Simpler remuneration structures are inherently more transparent and easier to ensure consistency in their application across staff, thereby enhancing their perceived fairness among staff.
	Number of allowable additions to basic salary included in total remuneration by (a) permanent staff, and (b) temporary staff within each of the following sets of public employees:
a. General government employment
b. Education sector employment
c. Health sector employment
d. Public Safety sector employment

	Limited magnitudes of additions to base salary
	Simpler remuneration structures are inherently more transparent and easier to ensure consistency in their application across staff, thereby enhancing their perceived fairness among staff.
	Average (in practice) allowable values of  authorized additions to basic salary included in total remuneration by (a) permanent staff, and (b) temporary staff as a percentage of the total remuneration within each of the following sets of public employees:
e. General government employment
f. Education sector employment
g. Health sector employment
h. Public Safety sector employment

	High vertical compression ratio
	A high vertical compression ratio is one way of enhancing the attractiveness of a career within the public service, as it holds out the promise of increasing one’s remuneration over the course of one’s career.
	Ratio of the average total remuneration for a prototype position at the top of a career ladder/top ranked (e.g., Director General) to average total remuneration for an entry level position within that same career ladder, within each of the following sets of public employees:
a. General government employment
b. Education sector employment
c. Health sector employment
d. Public Safety sector employment

	High vertical compression ratio
	A high vertical compression ratio is one way of enhancing the attractiveness of a career within the public service, as it holds out the promise of increasing one’s remuneration over the course of one’s career.
	Ratio of the maximum total remuneration to average minimum total remuneration, within each of the following sets of public employees:
a. General government employment
b. Education sector employment
c. Health sector employment
d. Public Safety sector employment

	3. Performance-encouraging HRM practices[footnoteRef:33] [33:  See footnote 34.] 


	Organizational units are held accountable for their performance
	Managers of organizational units that are held to account for their performance relative to clear standards face stronger incentives to ensure that their unit and staff are productive.
	Yes/No: The following organizational units produce objective evidence of their performance with respect to well defined objectives:
a. Schools
a. Primary
b. Secondary
b. Health service providers
a. Primary health care clinics
b. Tertiary health care agencies (hospitals)
c. Public Safety
a. Police stations
b. Other?

	Organizational units are held accountable for their performance
	Managers of organizational units that are held to account for their performance relative to clear standards face stronger incentives to ensure that their unit and staff are productive.
	Yes/No: Objective evidence of the performance with respect to well defined objectives for each of the following types of organizational units are made public (e.g., posted on the internet):
d. Schools
a. Primary
b. Secondary
e. Health service providers
a. Primary health care clinics
b. Tertiary health care agencies (hospitals)
f. Public Safety
a. Police stations

	Annual performance-based one-off bonuses and/or pay increases are small and disciplined
	Performance-based bonuses and  annual pay increases are notoriously difficult to get to deliver on their promised performance-enhancing benefits.  High maximum magnitudes of such bonuses make them particularly difficult to award fairly and undermine morale among staff not receiving them.
	If annual performance-based bonuses or pay increases are authorized, their maximums are limited to no more than one month’s base salary within each of the following sets of public employees:
a. General government employment
b. Education sector employment
c. Health sector employment
d. Public Safety sector employment

	Annual performance-based one-off bonuses and/or pay increases are small and disciplined
	Performance-based bonuses and  annual pay increases are notoriously difficult to get to deliver on their promised performance-enhancing benefits.  High average magnitudes of such bonuses undermine morale among staff not receiving them.
	If annual performance-based bonuses or pay increases are authorized, their average magnitudes (for those receiving them) are no more than half a month’s base salary within each of the following sets of public employees:
e. General government employment
f. Education sector employment
g. Health sector employment
h. Public Safety sector employment

	Annual performance-based one-off bonuses and/or pay increases are small and disciplined
	Performance-based bonuses and  annual pay increases are notoriously difficult to get to deliver on their promised performance-enhancing benefits.  Very high incidences of such bonuses suggests that they are not being awarded on the basis of performance.
	If annual performance-based bonuses or pay increases are authorized, less than half of eligible staff within each of the following sets of public employees receive them:
a. General government employment
b. Education sector employment
c. Health sector employment
d. Public Safety sector employment






[bookmark: _Toc365647288]Annex 7: Institutional Underpinnings of Effective HRM Systems
[bookmark: _Toc365647289]Ensure a fiscally sustainable wage bill 
1) Establishment control (Q -- quantity)
a) Authorization of posts procedure that ensures:
i) Credible justification for each post
(1) There exist well defined criteria for analyzing wage bill sustainability of any proposed changes in public employment levels.
(2) Agent proposing a post must provide a written justification addressing a set of criteria specified in an HRM regulatory framework.
(3) A separate agent (e.g., a central personnel agency), whose organizational objective includes ensuring reasonable HRM policies and practices, and who is independent of the proposing agent, must review and clear the proposed authorization.
(4) That central personnel agency has the authority and resources required to ensure compliance with the post authorization procedures.
(5) Short term career prospects of the head of that central agent/agency (e.g., Minister of Public Administration) depend importantly upon how effectively that agent/agency ensures compliance with post authorization procedures.
ii) Adequate resources to finance the post
(1) A separate agent, whose organizational objective includes ensuring a fiscally sustainable wage bill, must also review and clear the proposed authorization. 
(2) That central agent/agency (e.g., Ministry of Finance) has adequate authority and resources to ensure fiscally sound post authorizations.
(3) Short term career prospects of the head of that central agent/agency (e.g., Minister of Finance) depend importantly upon how effectively that agent/agency ensures fiscally sound post authorizations.
b) Authorization of recruitments to posts that ensures:
i) Post is authorized (see above)
(1) Rules governing recruitment and selection procedures are followed
(a) A central personnel agency establishes a set of rules governing recruitment and selection, designed to ensure meritocratic recruitment and selection actions (see “Depoliticized, meritocratic management of staff” objective).
(b) That central personnel agency has the mandate/objective, authority and resources required to ensure compliance with the recruitment and selection procedures.
(c) Short term career prospects of the head of that central agent/agency (e.g., Minister of Public Administration) depend importantly upon how effectively that agent/agency ensures compliance with recruitment and selection procedures.
c) Adequate discretion is available to adjust employment levels as needed
i) The Government has legal authority to: 
(1) dismiss permanent employees; 
(2) dismiss or not renew temporary employees; 
(3) temporarily lay off staff at reduced pay (sabbatical); 
(4) retire staff early (at reduced pay)
ii) The Government has legal authority to utilize attrition to reduce workforce (under what conditions?)
iii) The legal framework provides a mandatory retirement age
iv) The Government has authority to impose hiring freezes
v) The Government has authority to outsource public services
vi) The Government is required to provide severance packages to employees dismissed for reasons other than cause (e.g., poor performance, conviction in a criminal case, conviction for corruption, etc.).
2) Wage bill control (P -- price)
a) Rules and procedures governing pay policies are designed to ensure fiscally sound policies
i) Clear criteria:  There exist well defined criteria for analyzing fiscal impacts and wage bill sustainability of any proposed changes in remuneration parameters, such as base pay, additions to salary, benefits, etc.
ii) Fiscal impact analysis: Any policy recommendation with respect to remuneration financed through the budget must be accompanied with an analysis of its likely fiscal impacts.
iii) Fiscal sustainability assurance
(1) Any such policy recommendation, with its fiscal impact analysis, must be reviewed by an agent/agency whose mission includes ensuring a fiscally sustainable wage bill (e.g., the Ministry of Finance or its equivalent), who must then either clear or reject the proposed policy change on the basis of its consistency with the Government’s macro/fiscal program.
(2) That central agent/agency (e.g., Ministry of Finance) has adequate authority and resources to ensure a fiscally sustainable wage bill.
(3) Short term career prospects of the head of that central agent/agency (e.g., Minister of Finance) depend importantly upon how effectively that agent/agency ensures fiscally sound pay policies and procedures.
b) Individual pay is set in accordance with policies
i) Policy compliance assurance: Mechanisms exist that ensure compliance with rules governing setting of individual pay (all elements)
(1) Central agent/agency (e.g., central personnel agency) exists with mission/objective, responsibility and authority to enforce rules governing setting of individual pay.
(2) That central agent/agency has adequate authority and resources to ensure compliance with rules governing setting of individual pay.
(3) Short term career prospects of the head of that central agent/agency depend importantly upon how effectively that agent/agency ensures compliance with the rules governing setting of individual pay.
c) Adequate discretion is available to adjust salary levels as needed
i) Government has adequate authority to freeze or cut wages
(1) Legal constraints on salary cuts, such as: legal protection against nominal salary cuts; legally-established minimum wages; legal protection against removal of additional salaries (like 13th or 14th salary); legal protection against reduction of allowances; legal protection against reduction in pensions; legally established links between public and private sector wage levels; indexation of salaries; etc.
(2) Legal constraints on salary freezes, such as: automatic indexation of salaries; automatic seniority-based career progression to higher salary bands, etc.
(3) Percentage of salary cuts resulting in judicial processes; percentage of judicial processes won by employees
d) Negotiations on parameters of salaries and employment are adequately disciplined so as to ensure fiscal sustainability of the wage bill
i) Such negotiations are not excessively fragmented
ii) The central authority negotiating on behalf of the Government has a mandate to ensure fiscal sustainability of the wage bill
iii) The central authority negotiating on behalf of the Government is, in practice, held to account for ensuring a fiscally sustainable wage bill. 
iv) Cross-cutting de facto constraints on redundancies and wage cuts are not excessive:
(1) Number of public sector unions
(2) Percentage of public employees unionized
(3) Classification of unions by number of members and institution (for 5-10 largest unions)
(4) Total number of strikes (or other forms of collective action) by public sector union per year
(5) Number of strikes or other collective action by unions against dismissals of public employees; responses of unions to dismissal of permanent vs. temporary employees
(6) Number of strikes or other collective action by unions to press for wage increases or against wage cuts
(7) Political channels of access for unions (ex. links between political party and union leadership; ability to offer vote block-for-benefits exchanges; political leverage through control over sensitive information in bureaucracy; ability to paralyze key public services through collective action; etc.)
[bookmark: _Toc365647290]Attract and retain qualified staff
1) Competitive recruitment and selection 
a) Competition:  Positions to be filled are (a) advertised, and (b) open to both internal and external candidates
b) Tiered screens:  I.e., multi-staged recruitment and selection procedures (long-listing, short-listing, final selection), in which no single agent is likely to be able to determine outcomes of each stage.
c) Independent redress:  I.e., a redress mechanism that is independent of the agents involved in recruitment, selection and other major personnel actions, and credible.
2) Attractive remuneration policies and practices[footnoteRef:34] [34:  See Reid, Gary J., “Public Administration Salary Setting: Principles and Mechanisms for Satisfying Them”, 
mimeo (The World Bank: 2007).] 

a) Competitive remuneration:  Average public employee total remuneration as a percent of average economic sector wages.  Higher ratios would indicate more competitive remuneration.  Full parity would not generally be expected, given the greater due process protections typically afforded public servants.  The extent to which non-quantified benefits of pubic employment exceed those available in the domestic private sector would also reduce the extent to which a country’s public service would need to approach parity with domestic private sector remuneration in order to attract needed skills.
b) Consistency in competitiveness of total remuneration:  I.e., ensuring consistency in the competitiveness of total remuneration across packages of human capital skill requirements.
c) Concentration of remuneration in elements of salary linked to human capital requirements of the position:  E.g., base pay accounts for most of total remuneration; small horizontal compression ratio.
d) Transparency and fairness:  E.g., limited numbers of additions to salary, clear rules governing assignment of all elements of remuneration, audit trails generated on all salary-setting actions.
3) Attractive non-remuneration policies and practices
a) Opportunities for human capital growth:  E.g., promotions based significantly on performance, on-the-job learning opportunities, formal training opportunities.
b) Intrinsically rewarding work[footnoteRef:35]: HRM practices that make working in the public administration intrinsically rewarding, such as a mission to which staff are committed, opportunities to master skills and/or knowledge, opportunities to exercise autonomy (subject to accountability for results), opportunities to see the impacts of their work, etc. [35:  See, e.g., Bowles, Samuel and Sandra Polanía-Reyes. 2012.  “Economic Incentives and Social Preferences: Substitutes or Comoplements?” Journal of Economic Literature, 50:2, 368-425: http://www.aeaweb.org/articles.php?doi=10.1257/jel.50.2.368] 

[bookmark: _Toc365647291]Performance-encouraging HRM practices
1) Organizational unit performance accountability: Mechanisms for holding organizational units accountable for their performance exist and function reasonably well
a) Clear, measurable, time-bound unit objectives
b) Monitoring of unit performance
c) Upward reporting on unit performance
d) Public reporting on unit performance
e) Performance feeds back into policy design 
f) Unit performance is a significant factor in career prospects of organizational unit managers
2) Effective personnel performance assessment policies and practices
a) Performance-based criteria given heavier weight than compliance criteria
b) Performance criteria capture contributions to performance of the organizational unit.
c) Mechanisms exist to discipline personnel performance assessment practices(to prevent them from either being biased or failing to sort staff by performance); e.g., limits on the fraction of staff receiving the highest ratings; fixed budget for any performance bonuses or increases in salary based on performance rating.
3) Performance-driven promotion serves as the primary means of improving individual remuneration
a) Performance given significant weight in promotions decisions; i.e., significantly more than experience, seniority or credentials
b) Significant pay increases tied to promotions:  High vertical compression ratios, by career stream.
c) Effective mechanisms to discipline promotion practices:  Such mechanisms are designed to 
d) prevent promotions decisions from either being biased or failing to sort staff by performance and potential for relevant human capital growth)
i) Competition requirements(see above)
ii) Tiered screens; i.e., multi-staged promotion procedures (clearance by central personnel management agent, clearance by organizational unit within which the promoted staff member will work after his/her promotion), in which no single agent is likely to be able to determine outcomes of each stage.
iii) Independent redress: Promotions actions can be challenged through a redress mechanism that is independent and credible.
e) Annual performance-based one-off bonuses and/or pay increases are small and disciplined
i) Limited in magnitude; e.g., less than 10% of annual base salary.
ii) Used sparingly:  Only a small percentage of staff actually receive them; e.g., less than 15% of staff.
iii) Disciplined by a hard budget constraint; i.e., actual performance ratings cannot affect the total pool of funds available for financing such bonuses or pay increases.
iv) Subject to oversight by a central agent/agency with a mandate to ensure fairness and efficacy in assignment of such bonuses and/or annual pay increases.
[bookmark: _Toc365647292]Depoliticized, meritocratic management of staff 
a. Due process protections
a. Criteria governing major personnel actions (selection, promotion, dismissal) are clearly defined and explicitly exclude favoritism, whim or bias.  
b. Dismissal allowed only for cause; e.g., poor performance, conviction of a felony, etc.
c. Third party review: Major personnel actions require review by a third party
d. Audit trail: Major personnel actions generate an audit trail
e. Independent redress: Major personnel actions can be challenged through a redress mechanism that is independent and credible.
b. Competitive recruitment and selection (see above)
a. Competition (see above)
b. Tiered screens(see above)
c. Independent redress(see above)
c. Performance-linked promotion procedures and practices (see above)
d. Credible disciplinary procedures and practices
a. Disciplinary actions commensurate with infractions: A range of disciplinary options and a mandate and clear guidance to ensure that disciplinary actions are commensurate with the seriousness of the infraction
b. Checks on disciplinary actions that enter a staff member’s personnel record or are likely to affect his/her career prospects; e.g., review and clearance by a superior or other independent agent, requirement that the disciplining agent include an attributable statement of the justification for the disciplinary action, etc.
c. Independent redress: Major disciplinary actions can be challenged through a redress mechanism that is independent and credible.
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There are sometimes sensible reasons for introducing certain rigidities in either establishment (Q) or wage bill (P) controls.  Such rigidities can, in particular situations, pose important policy trade-offs, which need to be recognized.   Examples include the following:

1) Depoliticization or ensuring meritocratic HRM actions:  Due process protections introduce rigidities in recruitment and selection, promotions and more importantly, in termination actions.  They do this in the interest of reducing the odds of politicization or personalization of major personnel management actions (hiring/firing/promoting friends, family, party loyalists, etc.).  Because of this trade-off, restricting the more extensive due process protections characteristic of a civil service (compared to private sector employees) to only those public employment positions in which politicized appointments pose significant risks (e.g., of poor performance, abuse of authority, corruption), is a sensible approach to striking an acceptable balance between these two objectives: flexible HRM policies vs. depoliticized/meritocratic HRM actions.  As such, we should probably gather data on both the nature and degree of due process protections, and variance in those due process protections across segments of the public sector labor market.  While the risk of reduced productivity (due to reduced institutional knowledge, weaker commitment to organizational policy objectives) and perverse labor behavior (corruption, abuse of authority, etc.) due to weaker due process protections will vary across countries (depending on country-specific behavioral norms), as a general rule, one would expect that such due process protections will be more beneficial for positions in which:
a) reliable measurement and weighting of all dimensions of performance is more difficult;
b) the position exercises public authority over the use of public finances;
c) the position (e.g., professional policy analysts) is intended to give voice to longer term public goods interests/priorities than one would reasonably expect to be the case for the typical politician or political appointee, whose time horizon for assessing policy impacts more typically coincides with the electoral cycle.
2) Political feasibility of major, one-off HRM actions: Major efforts to downsize the public administration typically confront significant political opposition.  One way of addressing that opposition is to offer expensive (generous) separation packages to staff who are either induced or forced to give up their public positions.  


3) Enhancing attractiveness of public sector employment when it is politically difficult to raise wages:  It is often politically difficult to raise base salaries, or to target significantly higher salaries on positions requiring skill sets for which private sector remuneration is particularly high (e.g., IT specialists, higher level managers, doctors, etc.).  In such circumstances, Governments often resort to providing either across-the-board benefits (e.g., higher pensions) or targeted salary supplements, which are politically less controversial.  Such practices, of course, make it more difficult to systematically ensure consistency in competitiveness of total remuneration across skill set requirements (i.e., types of positions, by career ladder), and can make it more difficult to ensure a fiscally sustainable wage bill, but do provide a means of making some or all public employment positions more attractive.  In short, these are not “best practice”, but are understandable, given typical political dynamics. 

Accordingly, we propose that this study gather data on both:

a) policies that introduce such rigidities, as well as
b) which segments of public employment are subject to particular rigidities. 
The analysis would then focus on the extent to which such rigidities are being introduced in public sector labor segments for which such rigidities are unlikely to provide countervailing benefits. 
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