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The rate of promotion and its effect on the wage in the public sector

Yuval Mazar
Abstract

Promotion of employees, i.e., awarding them a higher grade, is the most common way
of rewarding them for their efforts. This study examines the effect of promotion on
wages in Israel’s public sector, and the frequency of promotions in the careers of
employees in that sector. Promotions were found to contribute 60-70 percent of the
total rise in an employee’s wage during his career. Employees are promoted on average
12.5 times during their careers, and each promotion increases their wage by an average
of 6.5 percent.

The results show a certain pattern in the way grades are distributed in the public sector
in Israel: employees are promoted on average once in two to four years, and having
been promoted once in that period, their chances of another promotion fall rapidly.
Furthermore, promotions in previous years explain about 45 percent of the explained
variance of the probability of promotion that year—a very high share that indicates that
promotion is granted according to a set order. Another result is that the rate of
promotion declined monotonically in the years from 1988 to 1996. This was apparently
due to the fall in the inflation rate, which reduced the need to grant promotion as a way
of compensating for the erosion of wages.

An important aim of promotion is to provide an incentive for staff to make an effort in
their work, as they are competing with each other for promotions (which are fewer than
the number of employees). Hence, employees’ motivation is affected not only by the
monetary value of promotions but also by their frequency.

The data indicate that the rate of promotion slows in the first two-thirds of an
employee’s career, with a far steeper decline in the last third. This is most apparent
among those with higher education. One of the main reasons for the steep drop in the
rate of promotion is the limited range of grades in each occupation. This leads to a
situation in which senior staff, who have reached a position in which they face the
prospect no of real promotion on the one hand, and the possibility of being dismissed
on the other, will tend to reduce their output. It would be appropriate, therefore, to
increase the chances of promotion for senior employees, by smoothing, i.e., lowering,
the promotion path during employees’ career, at the same time raising the wage
increase associated with each promotion.
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3
Prob, (1, =1) = ZIB, Prob(1,_; =1)+7X, +¢,,

J=1

[11]
S =1988-1996

w12 oyPP ;dum2 d~k 71 32 oypp ;duml _d~k 7 yama ©yPP) APOININ 930 OPTIN
5955 9w Nwy ; Degree 7N ; S.rank M7 ;dum4 d~k 3 yava ovpp ;dum3 d~k 72
NNDND MYNI T2W TIVN ONX 1=nIwn nrpon ; Age 2 ;exp. 19°9” ;Gender yn ; Tenth
, 7292 PMINKD M3 ;dum.gr~1-dum_gr~12 o7 mM¥aph mnT »nwn ;dum he~t

(dum_1989%*- dum_1996* »112>87 71315 ©XT2WN 1I9IVKN NI MWD NNT NINYN

Year=1988

Probit estimates Number of obs = 18437
Wald chi2 (15) =2909.61

Prob > chi2 = 0.0000

Log likelihood = -10478.54 Pseudo R2 = 0.1495

(standard errors adjusted for clustering on v2)

| Robust

dum dr-~k | dF/dx  Std. Err z P>|z]| x-bar [ 95% C.I ]
_________ S m o o o oo _______
duml_d~k*| -.2688044 .0087684  -29.27  0.000 .429571  -.28599 -.251619
dum2_d~k* | .0578799 .0089537 6.44  0.000 .472745 .040331 .075429
dum3_d~kx* | .1140828 .0095685 11.77  0.000 .516624 .095329 .132837
dum4_d~k*| -.0048429 .0089838 -0.54  0.590 .555785 -.022451 .012765
S.rank| .0012837 .0017753 0.72  0.470  4.14219 -.002196 .004763
degree | -.0230287 .0137114 -1.68 0.093 .35925 -.049903 .003845
Tenth | .023634 .0018253 12.92 0.000 5.60422 .020057 .027212
Gender | -.0399472 .0095416 -4.17 0.000 .440473 -.058648 -.021246
exp | -.0284819 .0012039  -24.00 0.000  9.98487 -.030841 -.026122

age | -.0047864 .0006665 -7.13 0.000 40.5901 -.006093 -.00348
dum_he~t¥*| .1024393 .0127622 7.63  0.000 .857298 .077426 .127453
dum_gr~1%| .0561665 .0175057 3.20 0.001 .511526 .021856 .090477
dum_gr~3*| .0423083 .0192269 2.23  0.026 .076368 .004624 .079992
dum_g~10%*| .0451469 .0232756 1.96 0.050 .144817 -.000473 .090766
dum_g~12*%| -.1652785 .0190227 -7.85 0.000 .153116 -.202562 -.127995
_________ S m o o o oo _______
obs. P | .3888377

pred. P | .3672505 (at x-bar)

Year=1990
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Probit estimates Number of obs 29402
Wald chi2 (15) =4898.77

Prob > chi2 0.0000

Log likelihood = -16874.677 Pseudo R2 0.1481
(standard errors adjusted for clustering on v2)

| Robust

dum dr-~k | dF/dx  Std. Err z P>|z]| x-bar 95% C.I. ]
_________ A m o oo o e e o e demo___
duml_d~k*| -.3120524 .006546 -44 .84 0.000 .444085 .324882 .299222
dum2_d~k*| .0217027 .007095 3.06 0.002 .48915 .007797 .035609
dumB_d~k*| .0727848 .0079411 9.11 0.000 .53578 .057221 .088349
dum4_d~k*| .0253861 .0077486 3.27 0.001 .581151 .010199 .040573
S.rank| .0008208 .0013661 0.60 0.548 4.4868 .001857 .003498
degree | -.0057225 .0111293 -0.51 0.607 .306935 .027536 .016091
Tenth | .0230371 .0015129 15.28 0.000 5.56513 .020072 .026002
Gender | -.0357864 .0073241 -4.88 0.000 .452316 .050141 .021431
exp | -.0348836 .0011604 -30.05 0.000 8.98857 .037158 .032609

age | -.0050646 .0004476 -11.28 0.000 40.2993 .005942 .004187
dum_part*| .086001 .0089745 9.25 0.000 .858241 .068411 .103591
dum_gr~l*| .0853852 .0149542 5.65 0.000 .577954 .056076 .114695
dum_gr~3*| .0575922 .0170057 3.43 0.001 .07707 .024262 .090923
dum_g~10*| .0706511 .0194318 3.68 0.000 .117067 .032565 .108737
dum_g~12*| -.1519457 .0167385 -8.33 0.000 .132542 .184753 .119139
_________ A m o oo o e e o e demo___
P | .4016734

pred. P | .3822299 (at x-bar)
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Probit estimat

Log likelihood

es

Number of obs
Wald chi2 (15)
Prob > chi2

Pseudo R2

Year=1992

= 27265
=5245.32
= 0.0000

= 0.1745

(standard errors adjusted for clustering on v2)

duml d-k*| -
dum2_d~k* |
dum3_d~k* |
dumd_d-k* |
S.rank| -.
degree |
Tenth |
Gender | -.
exp | -.
age | -.
dum_part* |
dum_gr~1*% |
dum_gr-~3* |
dum _g~10%* |

dum g~12*%| -.

= -15148.802

dr/dx std. Err
.3374611 .0068475
.0429006 .0078108
.1150883 .0083465
.0276361 .0081376
0028158 .0014125
.0234295 .0089623
.0189309 .0014722
0257189 .0070496
0424827 .0013658
0057716 .0004009
.056064 .009459
.1091129 .0138544
.0805595 .0164008
.0525771 .0169812
1562637 .0146875

-30.

-14.

-1.

12.
-3.

P>|z]| x-bar [ 95%
0.000 .450834 -.350882
0.000 .502439 .027592
0.000 .554227 .098729
0.001 .606749 .011687
0.046  4.18359 -.005584
0.009 .43664 .005864
0.000  5.65135 .016045
0.000 .462644 -.039536
0.000 7.98716  -.04516
0.000  40.3758 -.006557
0.000 .865395 .037525
0.000 .468183 .081959
0.000 .05872 .048415
0.002 .175206 .019295
0.000 .192408 -.185051

obs. P |

pred. P | .3760874

-.32404
.05821
.131447
.043586
-.000047
.040995
.021816
-.011902
-.039806
-.004986
.074603
.136267
.112705
.08586

-.127477

.4001467

(at x-bar)
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Probit estimat

Log likelihood

duml d~k*| -.
dum2_d~kx* | .
dum3_d~kx* |
dum4_d~kx* | .
S.rank | -.
degree

Tenth

Gender

|

|

| -.

exp | -

age | -

dum_part* | .
dum_gr~1*% |

dum_gr-~3* | .

dum _g~10%* | .

dum g~12*%| -.

Year=1994

es Number of obs = 23102
Wald chi2 (15) =3911.38

Prob > chi2 = 0.0000

= -13071.3 Pseudo R2 = 0.1654
(standard errors adjusted for clustering on v2)

| Robust

dF/dx  Std. Err z P>|z]| x-bar 95% C.I. ]
_________ o o o e e e e e oo
3315759 .0079582  -38.82  0.000 .471821 .347174 -.315978
0534746 .0088273 6.03 0.000 .529997 .036173 .070776
.112692 .0091057 12.17 0.000 .586399 .094845 .130539
0236487 .0094662 2.49 0.013 .643581 .005095 .042202
0048846 .0011789 -4.15 0.000 4.83218 .007195 -.002574
0223439 .0083858 2.67 0.008 .473574 .005908 .03878
0175228 .0014723 11.90 0.000 5.57393 .014637 .020408
0053963 .0072522 -0.74 0.457 .440481 -.01961 .008818
.051878 .0017551 -29.31 0.000 6.98338 .055318 -.048438
.003943 .0004147 -9.49 0.000 39.9033 .004756 -.00313
0703937 .0087418 7.88 0.000 .817072 .05326 .087527
.080939 .0118056 6.85 0.000 .438014 .0578 .104078
0656624 .0157471 4.22 0.000 .056186 .034799 .096526
0071587 .0147568 0.49 0.627 .185352 .021764 .036082
1237311 .0123278 -9.57 0.000 .186174 .147893 -.099569
_________ o o o e e e e e oo
P | .4130811

pred. P | .3920841 (at x-bar)
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Probit estimat

Log likelihood

es

Year=1996

Number of obs = 32736
Wald chi2 (15) =5596.52
Prob > chi2 = 0.0000
Pseudo R2 = 0.1476

(standard errors adjusted for clustering on v2)

duml d-k*| -
dum2_d~k* |
dum3_d~k* |
dumd_d-k* |
S.rank| -.
degree |
Tenth |
Gender |
exp | -.
age | -.
dum_part* |
dum_gr~1*% |
dum_gr-~3* |
dum _g~10%* |

dum g~12*%| -.

= -19075.47

dr/dx std. Err
.3330363 .0068514
.0504224 .0078675
.1082292 .0080106
.0315995 .0083867
0040976 .001213
.0076579 .0086295
.0156941 .0013197
.0064615 .006335
0551085 .0018558
0054591 .0003453
.0447112 .0071786
.0704725 .0098317
.0576793 .0137608
.0054603 .015616
0974678 .0120665

-29.

-15.

-3

11.

.77
.38
.29
.75
.38
.89

91

.02

60
77

.17
.13
.22
.35
.82

| Robust

P>|z]| x-bar [ 95% C.I. ]
0.000 .494043 -.346465 -.319608
0.000 .55914 .035002 .065842
0.000 .626375 .092529 .12393
0.000 .688691 .015162 .048037
0.001 5.0289 -.006475 -.00172
0.375 .357695 -.009256 .024571
0.000  5.57469 .013108 .018281
0.308 .466398 -.005955 .018878
0.000 6 -.058746 -.051471
0.000 38.5638 -.006136 -.004782
0.000 .797562 .030641 .058781
0.000 .523796 .051203 .089742
0.000 .072794 .030709 .08465
0.726 .141373 -.025146 .036067
0.000 .127566 -.121118 -.073818
obs. P | .4311461

pred. P | .4161847 (at x-bar)
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Year=all

Probit estimates Number of obs = 218992
Wald chi2 (15) =34782.18

Prob > chi2 = 0.0000

Log likelihood = -125591.74 Pseudo R2 = 0.1516

(standard errors adjusted for clustering on v2)

| Robust

dum dr-~k | dF/dx  Std. Err z P>|z]| x-bar [ 95% C.I ]
_________  m o o o e e e e e e e
duml_d~k*| -.3021144 .0024453 -116.64  0.000 .459601 -.306907 -.297322
dum2_d~k* | .0709388 .002686 26.27  0.000 .51269 .065674 .076203
dum3_d~k* | .1254499 .0028583 43.08  0.000 .566126 .119848 .131052
dum4_d~k* | .0430375 .0028323 15.12  0.000 .618114 .037486 .048589
S.rank| -.0030578 .0004354 -7.03 0.000 4.60297 -.003911 -.002205
degree | .0065578 .0032108 2.04 0.041 .396126 .000265 .012851
Tenth| .0190618 .0005097 37.44 0.000 5.60502 .018063 .020061
Gender | -.o0181634 .0024836 -7.31  0.000 .451405 -.023031 -.013296
exp | -.0340069 .0004389  -77.09  0.000 7.8804 -.034867 -.033147

age | -.0047781 .0001414  -33.69  0.000 39.9919 -.005055 -.004501
dum_part* | .0696358 .0030275 22.45  0.000 .837985 .063702 .07557
dum_gr~1*| .0846204 .0044115 19.09  0.000 .498781 .075974 .093267
dum_gr~3*| .0628179 .0053874 11.80  0.000 .073633 .052259  .073377
dum_g~10%* | .0319397 .0057961 5.55  0.000 .15475 .02058 .0433
dum_g~12*| -.1289196 .0049377  -24.66  0.000 .156791 -.138597 -.119242
_________  m o o o e e e e e e e
obs. P | .4075948

pred. P | .3877298 (at x-bar)
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Probit estimates Number of obs = 218992
Wald chi2(23) =35537.09
Prob > chi2 = 0.0000

Log likelihood = -125246.31 Pseudo R2 = 0.1539

(standard errors adjusted for clustering on v2)

| Robust

dum dr-~k | dF/dx  Std. Err z P>|z]| x-bar [ 95% C.I ]
_________  m o o o e e e e e e e
duml_d~k*| -.3073654 .0024631 -117.81  0.000 .459601 -.312193 -.302538
dum2_d~k* | .0639484 .0026815 23.73  0.000 .51269 .058693 .069204
dum3_d~k* | .1184549 .0028533 40.80  0.000 .566126 .112863 .124047
dum4_d~k* | .0379123 .0028401 13.29  0.000 .618114 .032346 .043479
S.rank| -.0016068 .0004357 -3.69 0.000 4.60297 -.002461 -.000753
degree | .0058024 .0032603 1.78 0.075 .396126 -.000588 .012192
Tenth| .0186917 .0005076 36.86 0.000 5.60502 .017697 .019687
Gender | -.0164571 .0024646 -6.67 0.000 .451405 -.021288 -.011627
exp | -.0372807 .0004486  -82.93  0.000 7.8804  -.03816 -.036402

age | -.0045995 .0001409  -32.54  0.000 39.9919 -.004876 -.004323
dum_part* | .0679394 .0030552 21.72  0.000 .837985 .061951 .073927
dum_gr~1*| .0783273 .0044166 17.66  0.000 .498781 .069671 .086984
dum_gr~3*| .0607064 .0053722 11.43  0.000 .073633 .050177 .071236
dum_g~10%*| .0311002 .005871 5.33  0.000 .15475 .019593  .042607
dum_g~12%*| -.137056 .004948  -26.01  0.000 .156791 -.146754 -.127358
dum_1989*| -.0171065 .005671 -3.00 0.003 .088939 -.028221 -.005992
dum_1990*| -.0257147 .0051977 -4.91  0.000 .134261 -.035902 -.015527
dum_1991*| -.0416274 .0052367 -7.84  0.000 .118265 -.051891 -.031364
dum_1992*| -.0504427 .0050877 -9.74  0.000 .124502 -.060414 -.040471
dum_1993*| -.0529669 .0053531 -9.69  0.000 .094168 -.063459 -.042475
dum_1994*| -.0667898 .0051165  -12.71  0.000 .105492 -.076818 -.056762
dum_1995%* | -.08383 .0051635  -15.64  0.000 .100698  -.09395 -.07371
dum_1996*| -.0985516 .0047683  -19.87  0.000 .149485 -.107897 -.089206
obs. P | .4075948

pred. P | .3877288 (at x-bar)
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