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Abstract: | advance a behavioral account of managers’ performance pay decisions that is grounded in evolu-
tionary psychology. In doing so, I seek to explain a common organizational phenomenon — compression in
employees’ merit pay bonuses. My behavioral account puts forward two propositions. First, that compression
in awards is a consequence of a fundamental human proclivity for egalitarianism. Second, that individual man-
agers will differ in their preferences for egalitarianism: In any given organizational context, some managers
will tend to be more egalitarian than other managers. Consistent with these propositions, I observe two clear
patterns in how federal managers distribute performance pay awards to the group members they supervise.
The first is a marked tendency for managers to give all group members awards of the same or similar size. The
second is a considerable amount of between-manager variation in this tendency that cannot be explained by
relevant group-level variables, such as group size and occupational diversity. To the extent feasible given my
data, I probe whether my behavioral account does a better job explaining these patterns than plausible alter-
native explanations that are based in economics. One key implication of my theory and findings is that organ-
izations cannot count on managers to aggressively differentiate between individual employees when they dis-
tribute performance pay awards. A second key implication is that organizations cannot rely on their managers
to uniformly implement a given performance pay plan.
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‘ ompression in employee ratings and merit pay

bonuses is common in organizations that rely
on managers’ subjective judgments to evaluate em-
ployee performance (Bol, 2011; Lazear, 1989; Ja-
wahar & Williams, 1997; Moers, 2005; Prendergast &
Topel, 1996; Kampkotter & Sliwka, 2018). When
this is the case, variation in employee ratings/bo-
nuses understates the true amount of variation in em-
ployee performance. There are a number of potential
economic explanations for this phenomenon. One
such explanation is that compression is efficiency-en-
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hancing because it “suppresses unwanted uncooper-
ative behavior” that aggressive employee-to-em-
ployee differentiation might induce (Lazear, 1989,
563). In this view, equality is a deliberate, rational
strategy that managers use to minimize discord
among group members (see also, e.g., Barber Sim-
mering, 2002; Weinberger, 1998; Cropanza, Bowen,
& Gilliland, 2007). Another economic explanation
proposes that managers artificially compress em-
ployee ratings/bonuses because precise differentia-
tion entails high information-gathering costs (e.g.,
Bol, 2011). In this view, the time and effort that
managers must devote to making fine performance
distinctions between employees are prohibitive. The
premise of my paper is that evolutionary psychology
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offers another, heretofore neglected explanation —
namely, that compression is a consequence of a fun-
damental human proclivity for egalitarianism.

I use rich micro-data on front-line managers in
federal agencies to test this premise against compet-
ing economic explanations. These managers super-
vise the members of formal work groups, and it is
common for them to distribute monetary awards
among the members of those groups. In adjudicating
between economic and psychological explanations
for ratings/bonus compression, I hope to provide a
theoretically and empirically plausible behavioral ac-
count of managers’ performance pay decisions. Ad-
ditionally, I want to alert public administration audi-
ences to the unique practical implications of such an
account.

I advance two propositions. The first, noted
above, is that managers tend, like all humans, to be
favorably predisposed to egalitarianism. The second
is that individual managers will differ in their prefer-
ences for egalitarianism: In any given organizational
context, some managers will tend to be more egali-
tarian than other managers. Consistent with these
propositions, 1 observe two clear patterns in how
federal managers distribute performance pay awards
to the group members they supervise. The first is a
marked tendency for managers to give all group
members awards of the same or similar size. The
second is a considerable amount of between-man-
ager variation in this tendency that cannot be ex-
plained by relevant group-level variables. To the ex-
tent feasible given my data, I probe whether my be-
havioral account does a better job explaining these
patterns than plausible alternative explanations that
are based in economics.

My behavioral account has unique practical im-
plications for organizations whose performance pay
systems entail managerial subjectivity. Whereas eco-
nomic explanations offer hope that administrative
and/or policy fixes might be found for awards com-
pression, it is unclear what organizations could do to
address a deeply embedded, thoroughly human im-
pulse toward egalitarianism. If, for instance, overly
aggressive individual differentiation were to bring
about sub-optimal cooperation levels among group
members, an organization could in principle use a
mix of individual differentiation and group-based
awards to more effectively incentivize cooperation
(Crown & Rosse, 1995; Pearsall, Christian, & Ellis,
2010). Likewise, high information-gathering costs
could be reduced through innovative approaches to

employee monitoring and performance measure-
ment (Eisenhardt, 1989). By contrast, issues arising
out of managerial psychology do not easily admit of
administrative tweaks. A managerial predisposition
to be egalitarian would suggest that organizations
cannot rely on front-line supervisors to faithfully im-
plement their performance pay systems if those sys-
tems call for aggressive differentiation. Similatly, be-
tween-manager variation in preferences for egalitari-
anism imply that organizations cannot rely on front-
line supervisors to uniformly implement their perfor-
mance pay systems.

My account also has particular relevance to the
study of performance pay within public administra-
tion (for a review, see Perry, Engbers, & Jun, 2009).
As Bellé (2015) notes, public administration scholars
have tended to focus on three reasons why perfor-
mance pay often fails to deliver on its promise in the
public sector: (1) problems with technical design
(Kessler and Purcell 1992; Marsden & Richardson
1994), (2) institutional characteristics of the public
sector (e.g., pay transparency, budgetary and political
constraints) that hamstring performance pay’s poten-
tial effectiveness (Miller & Whitford 2007; Riccucci
& Thompson 2008), and (3) motivational differences
between public and private sector employees (Weibel,
Rost, & Osterloh, 2010). By contrast, a behavioral
explanation for managers’ performance pay decisions
emphasizes how managerial psychology is a crucial
component of performance pay’s prospects for suc-
cess in public (and private) organizations.

Proposition I: A Predisposition for
Egalitarianism

Theory and evidence suggest that humans are predis-
posed to egalitarianism. Evolutionary explanations
for this predisposition emphasize that other-regard-
ing preferences were conducive to cooperation and
survival in early group life (see, e.g., Gaus, 2015). The
human impulse toward egalitarianism appears to be
universal, spanning time and cultures. As Gavrilets
(2012) notes, the prevalence of egalitarianism in
hunter-gatherer societies “suggests that it is an an-
cient, evolved human pattern” (14069). While there
is considerable disagreement about the precise mech-
anisms underlying the human impulse toward egali-
tarianism (see, e.g., Fehr, Bernhard, & Rockenbach,
2008; Dawes, Christopher, Peter, Darren, Alan, Taru,
Richard, Scott, James, & Martin , 2012), the idea that
humans are in fact predisposed to be egalitarian is



Journal of Behavioral Public Administration, 3(2)

widely accepted. Boehm, C., Barclay, H., Dentan, R.,
Dupre, M., Hill, J., Kent, S., Knauft, B., Otterbein,
K., & Rayner, S. (1993), for instance, note that
“’Bgalitarian society’ has become one of anthropol-
ogy’s best-known sociopolitical types” (227). Gav-
rilets (2012) observes that “humans exhibit a strong
egalitarian syndrome, iLe., the complex of cognitive
perspectives, ethical principles, social norms, and in-
dividual and collective attitudes promoting equality”
(14069). And Gaus (2015) emphasizes that a “recur-
ring conclusion” of social scientific analyses of hu-
man behavior “is the fundamental egalitarianism of
our species” (2).

Within economics and related disciplines, much
of the contemporary evidence for human egalitarian-
ism is based on findings from laboratory experiments
that focus on individuals’ decision-making in eco-
nomic games (e.g., Dawes, C., Fowler, Johnson, T.,
McElreath, R., & Smirnov, 2007; Fehr et al., 2008;
Fowler, Johnson, & Smirnov, 2005; Johnson, Dawes,
Fowler, McElreath, & Smirnov, 2009). Outside of
economics, Tricomi et al. (2010) use functional mag-
netic resonance imaging (fMRI) to generate neural
evidence that humans harbor deep preferences for
egalitarian social outcomes. In a series of related
fMRI studies, Fliessbach, Weber, Trautner, Dohmen,
Sunde, Elger, & Falk (2007), Dawes et al. (2012), and
Tabibnia, Satpute, & Lieberman (2008) produce sim-
ilar findings. One contribution of my study is to ex-
amine whether professional managers in a field set-
ting distribute performance pay awards in an egalitar-
ian manner. If managers are in fact egalitarian in their
distributions, this would suggest that organizations
cannot rely on their managers to differentiate aggres-
sively between employees when making performance
pay decisions.

Proposition II: Variation in Managers’

Preferences for Egalitarianism

When I say that managers’ preferences for egalitari-
anism will vary, I simply mean that some managers
will give individual group members rewards of the
same size, while other managers will give individual
group members rewards of different sizes. Im-
portantly, these between-manager differences will
arise even when managers’ decisions are governed by
the same performance pay system, and even when
the groups that managers supervise are comparable
in employee performance observability.

It is useful to view managers’ preferences for
egalitarianism as exogenous — that is, as individual
proclivities that managers bring with them into their
organizations. In this view, managers’ preferences
for egalitarianism are a given, that affects how per-
formance pay monies are distributed by an organiza-
tion’s managers. In the same way that individuals’
risk preferences, economic tastes, or personality
characteristics vary, so too do individuals’ prefer-
ences for egalitarianism (see, e.g., Bartling, Fehr, Ma-
réchal, & Schunk, 2009; Balafoutas, Kerschbamer, &
Sutter, 2012; Erlei, 2008). This view of managerial
preferences as exogenous, and therefore resistant to
organizational and cultural socialization processes, is
supported by evidence that individual differences in
egalitarianism manifest early in life, stabilize during
adolescence, and are in part genetically transmitted
(Batri¢evi¢ & Littvay, 2017; Funk, Smith, Alford,
Hibbing, Eaton, Krueger, Eaves, & Hibbing, 2013;
Sheehy-Skeffington & Thomsen, 2019).

A key implication of exogenous, between-per-
son variation in preferences for egalitarianism is that
organizations cannot expect their managers to ad-
minister performance pay in a uniform manner, even
when managers lead groups that are quite similar. In-
stead, managers’ performance pay decisions should
be expected to differ in the degree of their egalitari-
anism. While organizations may implement training
programs in the hope of achieving between-manager
consistency in the administration of performance pay,
these programs will be unable to change managers’
underlying preferences for egalitarianism.

Data

To adjudicate between my behavioral account and
plausible competing explanations, I use data from the
United States Office of Personnel Management’s
(OPM) central personnel data file, an administra-
tively maintained database that records all personnel
actions that are taken on federal employees, including
the receipt of performance pay awards. For the years
2000-2013, I have information about every instance
in which a front-line supervisor has distributed
group-based monetary awards to the group members
that they supervise. Federal employees are typically
assigned to work-groups that range in size from five
to 20 employees; each of these groups has a formal
supervisor who has considerable discretion when it
comes to distributing performance pay awards. The
legal authority for the distribution of
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performance awards to federal employees is located
in Title 5 (Chapter 45) of the United States Code.
OPM prescribes regulations to guide the law’s imple-
mentation; these regulations appear in Title 5 of the
Code of Federal Regulations. In addition to presctib-
ing formal regulations, OPM hosts workshops and
training sessions for interested agencies, provides in-
ter-agency “consulting” services on an ad-hoc basis,
and promulgates informal guidance via its website.
Importantly, neither the Code of Federal Regulations
nor the informal guidance that OPM issues regarding
group-based performance pay is specific about how
exactly managers should distribute rewards, leaving it
up to managers to do so in a manner that they feel is
best. Managers are not required to distribute group-
based awards, nor are they required to distribute
them to a certain number of a group’s members.

In total, T have data on 158913 instances in
which a front-line supervisor distributes perfor-
mance pay awards to the members of the group they
supervise. These 158,913 “distribution-instances”
are the focus of my empirical analysis. For each of
these distribution-instances, I know the size of the
award each group member receives, and so I can
measure the degree to which the awards given to in-
dividual group members are the same or different.
(The mean award given to employees between 2000
- 2013 was $570. On average, an award represented
just over 1% of an employee’s annual pay.) 1 also
have data on employee salary, years of experience,
occupation, and other factors that might influence
managers’ performance pay decisions. For instance,
if the front-line supervisor of a workgroup located in
the Department of Commerce distributed perfor-
mance pay awards to five group members on May 16,
2009, that distribution-instance, along with relevant

control data, can be incorporated into my analysis.
Importantly, I know from the data that these dis-
tribution-instances are intended to reward employees
for doing work over a particular time period in pur-
suit of a particular group goal. Each distribution-in-
stance can therefore be viewed as an instance in
which a manager makes a decision about how egali-
tarian to be in distributing rewards to individual
group members.

Pattern I:
High Incidence of Equality in Awards

One way to examine the degree to which awards
given to a group’s members are compressed is to fo-
cus on the standard deviation of the awards. The
lower the variation between individual group mem-
bers' awards, the lower the standard deviation will be.
A standard deviation of zero would indicate that a
group's members are all receiving an award of the
same size. Of the 158,913 distribution-instances in
my data, 71,379 (44.9%) have a standard deviation of
zero. In nearly half of all distribution-instances, then, man-
agers choose to give all of their group members awards of equal
size.

Figure 1 displays a histogram of my 158,913 dis-
tribution-instances' standard deviations. Much of the
histogram's density is located at ot very close to zero,
with its remaining density spread over a long right tail.
The histogram’s bin width is 100, implying that close
to 70% of all distribution-instances have a standard
deviation between 0 and 100. The primary conclu-
sion to draw from figure 1 is that differences between
individual group members’ awards are minimal. Put
differently, the incidence of full within-group equal-
ity in awards is quite high.
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Figure 1
Histogram of Variation in Distribution-instances. At Zero and Values Close to Zero, All
Group Members are Receiving Awards of Equal or Similar Size.

Percent of distribution-instances

Standard deviation of distribution-instance

Alternative explanations for equality in awards
While evolutionary psychology provides a compel-
ling theoretical explanation for the dramatic inci-
dence of award compression I observe in my data, 1
do not have neural, experimental, or self-reported
survey data on federal managers’ egalitarian prefer-
ences, and so I cannot directly test this explanation.
I can, though, use my data to rule out plausible alter-
native explanations that are based in economics.

Alternative I: Equality is a strategy to reduce uncooper-
ative behavior. 1t is plausible that managers deliberately
distribute equal awards to encourage comity and co-
operation among the group members they supervise.
In this view, any differentiation will be perceived by
group members as unfair and is therefore liable to
produce inefficient intra-group conflict (Husted &
Folger, 2004; Dogan & Vecchio, 2001; Pfeffer &
Langton, 1993). Consequently, rational managers

strategically compress awards to minimize this poten-
tial inefficiency (Cropanzano, Bowen, & Gilliland,
2007).

One way to probe this explanation is to examine
whether awards compression is particularly pro-
nounced under conditions that are especially vulner-
able to intra-group conflict. Facing these conditions,
we would expect rational managers to deploy strong
equality to head off a heightened threat of conflict.
One factor that theory suggests will amplify the po-
tential for tension and conflict to arise in groups is
demographic diversity (T'sui, Egan, & O’Reilly, 1992;
Mannix & Neale, 2005; McPherson, Smith-Lovin, &
Cook, 2001). This is thought to be the case because
individuals are attracted to others who are, or who
appear to be, like them. Homophilic tendencies are
believed to be a deeply embedded component of hu-
man nature — as Kleinbaum, Stuart, & Tushman
(2013) note, individuals harbor an “underlying psy-



Marvel, 2020

chological preference to interact with others who are
like themselves” (1317). Since race and gender are
easily observable “surface-level” descriptors that in-
dividuals can (and do) use as heuristics to make judg-
ments about likeness, they are important drivers of
individuals’ homophilic impulses, both inside and
outside of organizations (Mollica, Gray, & Trevino,
2003; Shrum, Cheek, & MacD, 1988). A key conse-
quence of these impulses for demographically diverse
groups is less cohesion and a higher chance of con-
flict (Jehn, Northcraft, & Neale, 1999).

Below, figure 2 displays a scatter plot of distri-
bution-instances’ standard deviations against the de-
mographic diversity of the distribution-instances’
members. My data indicate whether an individual is
a white male, a nonwhite male, a white female, or a
nonwhite female. For each group, I use this indicator
to calculate a Blau diversity score. These scores range
from 0 (no diversity) to 0.75 (maximum possible di-
versity).

I note that variation in group awards is positively
associated with group diversity. (This positive asso-
ciation is quite weak, with a correlation coeffi-

cient of 0.10.). It is not the case that managers tend
to compress awards more as group diversity increases.
Instead, managers tend to differentiate (slightly)
more between group members as diversity increases.
More basically, I note that there are many homoge-
nous groups in which managers distribute fully equal
awards and many heterogeneous groups in which
managers differentiate aggressively between employ-
ees. The data are not consistent with the idea that
managers of demographically diverse groups com-
press awards to preclude intra-group conflict.

It is important to note that these results cannot
conclusively rule out the hypothesis that equality is a
strategy to reduce uncooperative behavior. Group
diversity is an imperfect, noisy proxy for intra-group
conflict. Homogenous groups can experience con-
flict; conversely, heterogeneous groups can be
smoothly functioning and collegial. It would there-
fore be useful to measure intra-group conflict more
directly, perhaps using a behavioral indicator of con-
flict (e.g., frequency of intra-group disputes). Such a
measure could differentiate between groups with the
same levels of diversity.

Figure 2
Standard Deviation of Group Awards Plotted Against Group Diversity.
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Alternative 11: Information-gathering costs are prohibi-
tive. Another alternative explanation for the high in-
cidence of compression I observe is that aggressive
differentiation between group members entails infor-
mation-gathering costs that are prohibitive for man-
agers (Alchian & Demsetz, 1972; Child, 1972; Eisen-
hardt, 1985; Hollensbe & Guthrie, 2000). These
costs include the time and effort that managers must
spend observing and formulating accurate, reliable
evaluations of their subordinates’ contributions to
group performance. If managers find it inefficiently
burdensome to do this, they may rationally choose to
reduce information-gathering costs by distributing
equal rewards.

I probe this explanation by examining the rela-
tionship between group size and award equality.

Assuming that information-gathering costs increase
with group size — more members mean more time
and more effort given over to the monitoring and
evaluation of employee performance — we would
expect managers of larger groups to engage in greater
compression of awards (Alchian & Demsetz, 1972;
Child, 1972; Eisenhardt, 1985; Hollensbe & Guthrie,
2000). Figure 3 plots the standard deviation of dis-
tribution-instances’ awards against group size. There
is no discernible linear (or non-linear) association be-
tween group size and reward distributions’ standard
deviations. The scatter plot’s best-fitting line —
which does not fit the data well — is virtually hori-
zontal. In small groups (e.g., n = 5), there are many
instances of aggressive differentiation. And in large
groups (e.g., n = 20), there are many instances of full
or near full equality in awards.

Figure 3
Standard Deviation of Group Awards Plotted against Group Size.

1500

1000

Standard deviation of awards

500

Group size



Marvel, 2020

Pattern II: Residual Between-Manager
Variation in Compression

As I showed above, the overriding tendency of man-
agers who are distributing monetary rewards is to be
egalitarian. Still, there are many managers who do
differentiate between group members, and among
those managers there is considerable variation in dis-
tribution-instances’ reward equality. I argued above
that this between-manager variation is a manifesta-
tion of differences in managers’ underlying prefer-
ences for egalitarianism.

Alternative excplanations for between-manager variation in
compression

Alternative I: Between-group variation in performance
observability. One way to probe whether this is in fact
the case is to compare the dispersion of rewards
given by managers of groups that are similar in per-
formance observability. To do so, I cluster distribu-
tion-instances that are similar on the following di-
mensions: occupational diversity (measured using the
Blau index), educational diversity (Blau), variation in
group members’ salaries (standard deviation), varia-
tion in members’ lengths of group membership
(standard deviation), and variation in members’
lengths of federal service (standard deviation). I use
k-means clustering to accomplish this, a common ap-
proach to partitioning observations into distinct
groups (see, e.g., Bveritt et al., 2011). 1 perform this
clustering within agencies and within year, so that for
each agency-year in my data, I obtain clusters of dis-
tribution-instances that closely resemble each other
on dimensions that theory suggests are correlated
with performance observability. (Rapkin & Luke
(1993) note that ““...cluster analysis identifies cases in
a sample with similar scores on all variables of inter-
est, and puts them together to form clusters, or sub-
groups of cases” (251). Here, I use a clustering algo-
rithm that minimizes the Euclidean distance between
observations on the variables noted above.)

In groups that are occupationally and educa-
tionally diverse, individual members will tend to do
different tasks and exercise different skill sets. For in-
stance, a group member with lower formal education
may tend to do work that is more clerical in nature
and more easily measurable than the work done by a
group member with an economics PhD who is doing
policy analysis. (There is considerable occupational

and educational diversity in federal work groups, and
so this scenario is not uncommon.) Additionally, sta-
tus characteristics theory suggests that occupational
and educational diversity will also make it thetorically
easier for managers to justify giving different rewards
to different group members (Humphreys & Berger,
1981). If challenged, managers can plausibly argue
that a PhD economist is doing higher-skilled and
more important work than a clerical worker, regard-
less of the real content of the economist’s and clerk’s
contributions to the group. In occupationally and
educationally diverse groups, then, we would expect
managers to be less egalitarian in their reward distri-
butions.

Since managers may peg reward sizes to individ-
ual group members’ salaries, within-group variation
in salary is a factor that may affect the degree of egal-
itarianism in distribution-instances. Managers’ inter-
personal relationships with group members likely
evolve over time, and so variation in length of group
membership accounts for the possibility that man-
ager-employee relationships may affect how manag-
ers distribute rewards. Federal employees may accu-
mulate government- and agency-specific human cap-
ital over time, and so variation in length of federal
employment accounts for the possibility that experi-
ence and accumulated skill may influence reward dis-
tributions.

Figure 4 shows the intra-group dispersion of re-
ward sizes for all distribution-instances that occurred
in cabinet agencies (excepting the Department of De-
fense), the Environmental Protection Agency, and
NASA, in 2013. Each dot is one distribution-in-
stance. Within agencies and years, I divided distribu-
tion-instances into two clusters. These clusters are
indicated by dot color. I show distribution-instances
from cabinet agencies in 2013 because showing dis-
tribution-instances from more agencies and/or more
years would overload my graph with dots. I note
here that my findings do not differ if I examine other
agencies or if I examine other years. Nor do my find-
ings change if I divide distribution-instances into
more clusters.

First, I note as I did above that many distribu-
tion-instances have a standard deviation of zero.
Second, and notwithstanding the high frequency of
zeroes, there is still a conspicuous amount of varia-
tion in how managers distribute rewards. For in-
stance, within the Department of Agriculture, and
within each cluster of distribution-instances that are
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similar on the variables described above, there are
marked differences in the intra-group dispersion of
performance pay awards. The implication of these
differences is that managers working in the same agency,
under the same formal performance pay systems, in the same
year, and managing groups that are similar, frequently matke
reward distributions that vary in their egalitarianism. In
short, managers confronting similar managerial deci-
sions about performance pay appear to be making
decisions that are idiosyncratic.

Third, each agency’s blue and orange dots com-
mingle extensively, suggesting that there is little cor-
relation between the variables I described above and
managers’ decisions about egalitarianism. If manag-
ers of dissimilar groups are making similar decisions
about performance pay distributions, it is plausible
that some underlying force is influencing those deci-
sions. My argument is that this force is, at least in
part, attributable to the human impulse toward egal-
itarianism.

Figure 4
Standard Deviation of Distribution-instances for Cabinet Agencies, by Cluster, 2013.
Each Dot is One Distribution-instance. Clusters are Indicated by Dot Color.

Intra-group variation in reward sizes (standard deviation)
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Alternative 11: Managerial learning drives between-manager
variation. Over time, supervisors may learn that cer-
tain approaches to personnel management are more
effective than others, and they may adjust their strat-
egies as a result (Lant, Milliken, & Batra, 1992; Ble-
dow, Carette, Kithnel, & Bister, 2017). If supervisor
experience was related to between-manager variation
in awards compression, we could reasonably infer

that a process of managerial learning partially ex-
plains this variation. By contrast, if supervisor expe-
rience was unrelated to compression, we could infer
that managers’ preferences for egalitarianism are ex-
ogenous to the organizations in which they work. In

this view, managers bring their preexisting prefer-
ences for egalitarianism with them into their organi-
zations, and these preferences remain stable over
time.

Below, figure 5 plots the standard deviation of
group rewards against supervisor experience. There
is no discernible linear (or nonlinear) relationship be-
tween supervisor experience and award differentia-
tion in the figure’s many distribution-instances. It
does not appear to be the case that managers with
many years of experience differentiate between
group members more or less aggressively than man-
agers with few years of experience.

Figure 5
Standard Deviation of Group Awards Plotted against Supervisor Years of Experience.
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Conclusion: Limitations and Implications

The principal limitation of my analysis is that it can-
not definitively rule out competing explanations for
awards compression. Nor can my analysis provide
definitive support for my own explanation. While
my data are consistent with the propositions ad-
vanced in my behavioral account, and while my anal-
yses cast doubt on select economic explanations, my
account should be viewed as provisional until further
research accumulates in this area. My data do not
allow me to address all possible competing explana-
tions for awards compression. For example, one al-
ternative explanation for the high incidence of equal-
ity in awards is that front-line supervisors may worry
that aggressive differentiation will attract scrutiny
from higher-level managers. Another alternative ex-
planation is that performance levels may not vary all
that much between employees. If so, the high inci-
dence of equality I observe would reflect low be-
tween-employee variation in performance and not a
managerial proclivity for egalitarianism. (Given that
considerable evidence of merit pay compression ex-
ists, and given evidence of non-trivial variation in
federal employees’ performance (Oh & Lewis, 2013),
I am inclined to discount this possibility.)

One explanation for between-manager varia-
tion in awards compression, that I cannot test, is the
possibility that some managers are more politically
oriented than other managers and use performance
pay to reward loyalty rather than good performance.
Moreover, my data are not perfect and are unique to
the federal government context, and so the economic
explanations I am able to address herein may be vin-
dicated with other data sets, in other contexts. Con-
versely, my behavioral account may have less explan-

atory power in other settings. I therefore view my
behavioral account as a jumping off point for future
research rather than as a conclusive statement of
managerial decision-making. Promising areas for fu-
ture analysis include the effects of award compres-
sion on employee turnover, top-level managers’ re-
sponses to differences in front-line managers’ egali-
tarianism, and organizational initiatives that might
address these differences.

One key implication of my behavioral account
of performance pay is that organizations cannot
count on managers to aggressively differentiate be-
tween individual employees when they distribute per-
formance pay awards. The managerial impulse to-
ward egalitarianism will act as a considerable coun-
terweight against a system based on aggressive differ-
entiation.  Regardless of the specific design details
of their performance pay systems, organizations will
inevitably have to grapple with this counterbalancing
force.

A second key implication of my account is that
organizations cannot rely on their corps of managers
to uniformly implement a given performance pay
plan. As my data suggest, there is considerable vari-
ation in managers’ performance pay decisions, even
among managers who work in the same agency and
who supervise groups that are highly similar on di-
mensions that theory suggests are correlated with
employee performance observability. If between-
person differences in tastes for egalitarianism are the
cause of this variation, organizations hoping for uni-
formity in implementation will have to contend with
managers’ idiosyncratic preferences. Together, the
impulse toward egalitarianism and between-person
variation in preferences for egalitarianism will inevi-
tably complicate organizations’ attempts to imple-
ment performance pay.
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