
A W O R K F O R C E F O R M I N I S T R Y 

Calculating a Socially 
Just Wage 
Catholic Organizations Should Evaluate Existing Methodologies 

TXT 
M g^k if hen it comes to defining and 
m / % / accurately quantifying commu-

|r nity benefit, Catholic health care 
has led by example. The guidelines devel­
oped by the Catholic Health Association 
have been praised as a fair and accurate 
standard by members of Congress who 
examine this issue.1 Unfortunately, in our 
experience, there is no similarly clear direc­
tion on how a Catholic health care organi­
zation could calculate for its lowest-paid 
associates* a socially just wage that is con­
sistent with Catholic social teaching. 

The fact that there is no guide for a socially just 
wage constitutes a tremendous opportunity for 
Catholic health care to differentiate itself from 
other-than-Catholic providers, and, at the same 
time, to give witness to some of the core theolog­
ical tenets of the ministry. The authors' organiza­
tion, Catholic Healthcare Partners (CHP), 
Cincinnati, has invested a good deal of time in 
consideration of this issue. In this article, we will: 

• Make a quick review of Catholic social teach­
ing 

• Describe the efforts of CHP to calculate a 
socially just wage 

• Suggest that Catholic health care create an 
inventory of currently used methodologies that 
are consistent with Catholic social teaching 

CATHOLIC SOCIAL TEACHING 
Catholic social teaching establishes a vision that 
Catholic health care organizations are to use in 
building model communities composed of indi­
viduals who flourish in both physical and spiritual 
health. Catholic social teaching also recognizes 
the individual's fundamental right to have basic 
needs met, including food, shelter, clothing, and 

*CHP refers to its employees as "associates.'' 

health care. In Labor em Exercens, Pope John 
Paul II describes just remuneration for work as 
"remuneration which will suffice for establishing 
and properly maintaining a family and for provid­
ing security for the future."2 The pope goes on to 
say that a worker's total compensation should 
include health insurance as well as a pension and 
insurance for old age. Unfortunately, however, 
these general directives, important though they 
are, leave employers without clear guidelines for 
their wage and benefit packages. 

Of course, when it comes to compensation and 
benefit programs, interpretation of the social 
teachings varies. For example, some organiza­
tions focus on the pay issue; others focus on ben­
efits such as health care coverage or pensions; and 
still others look to create developmental opportu­
nities for their lowest-paid employees. 

WAGES 
At CHP, we examined the following methodolo­
gies to calculate a socially just wage. Each, we 
found, has its advantages and disadvantages. 

• HHS Poverty Guidelines and CMS Wage 
Indexes (Method 1) This methodology multiplies 
the U.S. Department of Health and Human 
Services (HHS) poverty guidelines for a family of 
four by the Centers for Medicare and Medicaid 
Service (CMS) wage indexes for urban areas and 
rural portions of states. This method allows the 
wage to reflect local market conditions. 

• HHS Guidelines and CMS Wage Indexes 
(Method 2) This methodology multiplies the 
HHS guidelines for a family of three by the CMS 
wage indexes. The only difference from the first 
method involves the family size. After reviewing 
CHP's medical enrollment data for more than 
7,000 associates with family coverage, we deter­
mined that average family size (including the 
associate him- or herself) was 3.08 members. 

• Federal Minimum Wage We considered 
setting CHP's entry-level wage at 150 percent of 
the federal minimum wage, but decided that this 
methodology could be unstable since a legislative 

II 
BY MICHAEL S. 
KUSHNER & JOHN A. 
GALLAGHER, PhD 
Mr. Kushner is 
vice president, 
compensation and 
benefits, and 
Dr. Gallagher is 
corporate director, 
ethics, Catholic 
Healthcare 
Partners, 
Cincinnati. 

HEALTH PROGRESS SEPTEMBER - OCTOBER 2007 • 2 9 



A W O R K F O R C E F O R M I N I S T R Y 
Calculating a Socially Just Wage 

increase could dramatically alter this number very 
quickly. 

• Fraction of the CEO's Salary We also con­
sidered calculating the targeted indexed wage as a 
fraction of the CEO's base pay. The fraction we 
had in mind was 1/75. 

• Percentage of Regions' Average Base Pay 
And, finally, we considered using 40 percent of 
each of our nine regions' average base salaries as 
the targeted index wage for that region. 

In the end, we decided to use the first guide­
line (HHS Guidelines and CMS Wage Indexes 
[Method 1]) because it is premised on a family 
wage, rather than on the individual worker, 
which is the traditional American model. The 
CMS wage index allowed us to account for 
regional differences and thus the cost of living 
within different communities served by CHP. 
Most of the methodologies we considered were 
modified by an index that allowed for regional 
differences in market conditions. The indexes 
used were either the CMS wage index, an index 
based on the U.S. Bureau of Labor Statistics' 
State and Metro Area Occupational 
Employment and Wage Estimates, or one based 
on the average salaries for each of our regions. 

See the Box for a sample of the many combina­
tions of methodologies we considered. 

If, when CHP implemented the methodology 
in 2003, we had moved all eligible associates to 
the "targeted index wage" (TIW), the cost would 
have been $800,000. Approximately 1,600 (4 

percent of CHP's 39,571 associates) would have 
moved to the target wage. To date, six of CHP's 
nine regions have fully implemented the TIW; 
the remaining three are balancing financial con­
siderations. The cost of maintaining this wage, 
even as the index increases, is minimal and would 
probably have been less than 15 percent of the 
original annual cost of $800,000 year, if everyone 
eligible had been moved in 2003. 

BENEFITS 
CHP has made progress in the area of benefits 
coverage. In the past, because of our decentral­
ized operating model, we merely collected and 
reported information during the annual open 
enrollment for medical benefits. We noted each 
year that about 21 percent of our 23,000 eligible 
associates declined coverage. Of those who 
declined it, 51 percent said they had other cover­
age; 2 percent said they could not afford it, or 
didn't want it, or had simply missed open enroll­
ment; and 47 percent declined the coverage but 
gave no explanation for doing so. We believe that 
many who declined coverage without giving an 
explanation did so because they either 1) were 
too proud to admit that they couldn't afford it; 
or 2) saw such questions as an invasion of their 
privacy. 

This year, CHP is piloting a program intended 
to provide associates greater access to coverage. 
The program's foundation involves communicat­
ing to associates the fact that, by disclosing per-

Five Methodologies Applied to a CHP Region 

Below are the five methodologies as applied to a mid-sized city and its surrounding area in one of CHP's Ohio regions. As 
can be seen, they yielded generally similar results. 

200* HHS Poverty Guidelines 

Family of Four ($9.62) 

Index TIW2 

.95951 $9.23 

2006 HHS Poverty Guidelines 

Family of Three ($7.98) 

Index TIW2 

1.18' $9.42 

150% of Federal Minimum Wage 

($5.15) 

Index TIW2 

1.224 $9.44 

l /75 th of CHP CEO Salary 

Index TIW2 

1.183 $8.93 

40% of Region's 

Average Salaries/Wages 

TIW2 

$9.24 

1lndex figures are for CMS FY2006 Wage Indexes for urban areas and rural portions of the states. 

2TIW is Targeted Indexed Wage (CHP's name for a socially just wage) reported as an hourly rate. 

3lndex calculated from November 2004 State and Metro Area Occupational Employment & Wage Estimates (U.S. Department of Labor, 
Bureau of Labor Statistics). We created a weighted average of total employment and median hourly rate for "healthcare practitioner & tech­
nical occupations" and "healthcare support occupations" for each region, then divided that value by the lowest of the nine regions' values. 

"Index calculated from 2005 average salaries and wages for each CHP region; index equals the region average divided by the lowest aver­
age among the nine regions. 
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sonal information about why they have declined 
health coverage, they may get the coverage they 
need. Associates who do disclose that they are 
interested in coverage but cannot afford it will be 
directed to financial counselors in our business 
office. The counselors will help them obtain 
insurance based on the family need, through 
either the CHP associate plan or external sources 
such as Medicaid. 

CHP has also looked at the pension area. 
Although we have spent time studying appropri­
ate income-replacement ratios from all sources— 
CHP pension, Social Security, and personal sav­
ings—due to the regulatory complexities and the 
number of plans that we have within our system 
this will be the last area we focus on. Our current 
thinking is that, after a 30-year career, an associ­
ate will need a combination of CHP pension, 
Social Security benefits, and personal savings 
replacing approximately 70 percent of his or her 
pre-retirement income in order to maintain quali­
ty of life during retirement. 

ASSOCIATE DEVELOPMENT 
Finally, CHP has developed a program in our 
northern region to encourage associates who are 
at the lowest salary level to pursue advancement. 
In fact, the TIW is used to determine eligibility 
for the program, which we call "Visions." For 
associates who want to advance, Visions offers 
vocational evaluation, career guidance, job shad­
owing, counseling, career assessment tools, edu­
cational consultation, and referral to community 
resources. The program also pays tuition and 
book costs for those who enroll in classes. Visions 
has been so successful that it is currently being 
extended throughout the system. 

WHY COMPARE METHODOLOGIES? 
The authors believe that Catholic health care 
should collect and evaluate the methodologies 
being used today in the ministry to calculate a 
socially just wage. By doing so, the ministry 
would be performing a public service analogous 
to its publication of A Guide for Planning and 
Reporting Community Benefit. Congress has 
looked to the ministry's leadership in this area, as 
well as in others. A careful inventory and evalua­
tion of socially-just-wage methods could give the 
ministry a competitive advantage in recruitment 
and retention of staff, and also enhance our repu­
tation in our communities and among unions. 
Best of all, it would create a range of options that 
are consistent with Catholic social teachings. 

Much of the groundwork for such an evalua­
tion has already been done by an ad hoc group, 
the Senior Human Resource Executives of Large 
Catholic Health Systems. The members of this 
group developed a statement of principles (see 
Box), which they published in Health Progress 

Principles Concerning the Just Wage 

Principle I Catholic health care organizations should establish plans 
to move them toward a just wage. Such plans should include different 
levels of remediation and skills development and should consider 
increasing pay to or above the prevailing market. They should take 
account of government societal programs already in place and provide 
for periodic assessment of their impact on all facets of the employee-
employer relationship. 

Principle II Providing a just wage is a societal issue as well as an indi­
vidual employer issue. In cases where society has already established 
programs, Catholic organizations should inform workers about their 
eligibility concerning benefits (the Family Medical Leave Act or the 
earned income credit, for example) and help workers gain access to 
them. 

Principle III A wage set at the federal poverty level is not a living wage 
because it does not consider household income or family composition 
(number, ages, sex), which are predominant factors in creation of a 
just wage. 

Principle IV Competitive pay rates and market position can significant­
ly challenge a Catholic organization's ability to provide just wages. At 
least in the case of lower-paid workers, however, such organizations 
should pay wages at or above prevailing market rates and provide ben­
efits that support family needs and development of the worker. 

Principle V Employers have an obligation to help unskilled and 
semiskilled employees raise their skill level and thereby enhance their 
productivity and marketability. Employees, on the other hand, have a 
responsibility to seek out and take part in skills training and job 
enhancement initiatives. 

Principle VI Most eligible workers and their families receive health 
insurance coverage through employers. Catholic organizations should 
subsidize health coverage for their low-income workers. 

Principle VII Catholic organizations' benefit packages must include 
affordable health care (subsidized for low-income workers), regular 
rest, adequate retirement income, workers compensation, disability 
protection, and safety in the workplace. 

B^Srag 

—Senior Human Resources Executives of Large Catholic Health Systems 
(Health Progress, March-April 2002, p. 44) 
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five years ago.3 These principles can form the 
foundation for determining if a methodology is 
consistent with Catholic social teaching. 

One might ask: Why collect and evaluate 
methodologies rather than simply developing a 
standard method for all Catholic health care to 
use? The answer involves antitrust issues. 
According to John Cusack, an experienced 
antitrust attorney who specializes in health care 
with Drinker Biddle Gardner Carton, Chicago, 
"It is proper for ministries to consider appropri­
ate living wages based on methodologies that 
consider poverty levels, cost of living statistics, 
and competitive wages in light of the significance 
of their mission; as well as the papal encyclicals. 
Yet there should not be a set formula; each salary 
should be arrived at independently by each min­
istry; and each ministry should, according to its 
mission, err on the side of generosity. This can be 
broadly referred to as 'a proper methodology.' In 
no circumstance should wages of two or more 
ministries be arrived at through any agreement, 
express or implied."4 

Another concern has to do with effectively 
implementing and maintaining a living wage pro­
gram in a union environment. To best manage 
any potential issue, Catholic health care would 
need to incorporate language into collective bar­
gaining agreements that allowed the hospital in 

question to unilaterally increase wages for the 
lowest wage earners. According to Bruce Stickler, 
a health care labor and employment attorney with 
the same Chicago law firm, "Socially just wages 
in keeping with a ministry's mission can be pro­
vided in unionized as well as nonunion settings. 
It is incumbent upon providers to be strategic 
and flexible in setting living wages and increasing 
wages mid-term when faced with the limitations 
of collective bargaining agreements. This requires 
careful planning to avoid the pitfalls of unilateral 
actions that run afoul of labor laws."5 

The Catholic health ministry must take action 
to fulfill its heritage while, at the same time, con­
sidering the stewardship of resources to create the 
right balance. The authors hope that this brief 
article will be the beginning of a concerted dis­
cussion of this issue in the ministry. • 
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