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ABSTRACT 

This article delves into the concept of self-managed work teams and investigates the efficiency-rationale for 

implementing pay compression within such teams. By examining existing research and theoretical frameworks, this 

study aims to shed light on the relationship between self-managed work teams, pay compression, and organizational 

efficiency. The findings highlight the potential benefits of pay compression in promoting teamwork, collaboration, 

and overall productivity within self-managed work teams. Self-managed work teams have gained attention as a means 

to enhance employee empowerment and organizational performance. In these teams, employees are responsible for 

decision-making, task allocation, and problem-solving, resulting in greater autonomy and collaboration. This article 

explores the efficiency-rationale for implementing pay compression within self-managed work teams. Pay 

compression, the reduction of wage differentials within teams, is proposed as a strategy to align compensation with 

the team-based approach and promote team cohesion. Drawing on existing literature and theoretical frameworks, 

this study examines the potential benefits of pay compression in improving team performance, cooperation, and 

overall organizational efficiency. The findings contribute to the understanding of how pay compression can be utilized 

as an effective tool to optimize team dynamics and drive productivity in self-managed work environments. 
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Self-managed work teams have emerged as a popular 

organizational structure that promotes employee 

autonomy, empowerment, and collaborative decision-

making. Within these teams, individuals assume 

greater responsibility for their work processes, 

problem-solving, and achieving team goals. As self-

managed work teams gain prominence, organizations 

face the challenge of structuring compensation 

systems that align with the team-based approach while 

maintaining efficiency and fairness. Pay compression, 

the practice of reducing wage differentials within 

teams, has gained attention as a potential solution to 

address these concerns. 

The purpose of this article is to investigate the 

efficiency-rationale for implementing pay compression 

within self-managed work teams. Pay compression 

entails reducing the wage gaps between team 

members, regardless of their hierarchical positions or 

individual performance levels. By exploring the 

theoretical foundations and empirical evidence, we 

seek to understand the potential benefits and 

challenges associated with pay compression in 

enhancing team performance and overall 

organizational efficiency. 

METHODOLOGY 

To explore the efficiency-rationale for pay 

compression within self-managed work teams, we 

employed a mixed-methods research design, 

combining qualitative and quantitative approaches. 

This approach allowed us to gain a comprehensive 

understanding of the factors influencing the 

effectiveness of pay compression strategies and their 

impact on team dynamics and productivity. 

First, we conducted an extensive review of the existing 

literature on self-managed work teams, pay 

compression, and team performance. This review 

involved analyzing scholarly articles, books, and 

industry reports to identify key theoretical 

frameworks, empirical studies, and best practices 

related to the topic. The literature review served as the 

foundation for developing our research questions and 

hypotheses. 

To gather empirical evidence, we conducted a series of 

in-depth interviews with managers and employees 

working in organizations that have implemented self-

managed work teams with pay compression policies. 

These interviews aimed to capture the experiences, 

perspectives, and challenges faced by individuals 

within these teams. We utilized a semi-structured 

interview guide to ensure consistency across 

interviews while allowing flexibility for participants to 

provide detailed insights. 

Additionally, we administered a survey questionnaire 

to a diverse sample of self-managed work teams in 

various industries. The survey assessed team 

members' perceptions of pay compression, team 

dynamics, cooperation, and overall team performance. 

We utilized established measurement scales and 

included demographic questions to gather relevant 

background information. The survey data was 

analyzed using statistical techniques, such as 

correlation analysis and regression analysis, to explore 

the relationships between pay compression and team 

performance. 

By combining qualitative and quantitative data, our 

study aimed to provide a comprehensive 

understanding of the efficiency-rationale for pay 

compression within self-managed work teams. The 

insights gained from this research can inform 

managers and practitioners in designing effective 

compensation strategies that promote team cohesion, 

motivation, and productivity while maintaining 

organizational efficiency. 
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DISCUSSION 

The findings of this study provide valuable insights into 

the efficiency-rationale for implementing pay 

compression within self-managed work teams. The 

results indicate that pay compression can have a 

positive impact on team performance and dynamics 

within these teams. By reducing wage differentials, pay 

compression fosters a sense of fairness, equality, and 

collaboration among team members. This, in turn, 

enhances team cohesion, knowledge sharing, and task 

coordination. 

The study also identified some challenges and 

limitations associated with pay compression. Concerns 

about perceptions of unfairness or reduced motivation 

were raised by some team members. However, the 

results suggest that these concerns can be mitigated 

through effective communication, emphasizing the 

collective nature of team goals, and providing 

opportunities for individual recognition and 

development. 

It is important to consider the contextual factors that 

may influence the effectiveness of pay compression 

strategies. Team size and task complexity were found 

to be moderating factors, indicating that pay 

compression may have different effects depending on 

the specific characteristics of the self-managed work 

teams. Further research is needed to explore these 

contextual nuances in more detail. 

Overall, the findings of this study suggest that pay 

compression can be an effective strategy for 

enhancing efficiency and productivity within self-

managed work teams. By promoting teamwork, trust, 

and shared responsibility, pay compression 

contributes to a collaborative work environment 

where individuals are motivated to contribute their 

best efforts towards team goals. However, 

organizations should carefully consider the unique 

dynamics of their self-managed work teams and tailor 

pay compression strategies to align with team 

characteristics and goals. 

CONCLUSION 

In conclusion, this study sheds light on the efficiency-

rationale for pay compression within self-managed 

work teams. The findings highlight the positive impact 

of pay compression on team performance and 

dynamics, including enhanced collaboration, 

knowledge sharing, and task coordination. Pay 

compression fosters a sense of fairness and equality 

among team members, promoting team cohesion and 

productivity. 

However, it is important to address the challenges and 

limitations associated with pay compression, such as 

concerns about fairness and motivation. Effective 

communication, recognition of individual 

contributions, and customization of pay compression 

strategies based on team characteristics can help 

overcome these challenges. 

Managers and practitioners should consider 

implementing pay compression as a means to optimize 

the efficiency and effectiveness of self-managed work 

teams. By designing compensation systems that align 

with team-based approaches and promote a sense of 

shared responsibility, organizations can foster a 

collaborative work culture that maximizes team 

performance and overall organizational productivity. 

Further research is encouraged to explore additional 

contextual factors and specific mechanisms through 

which pay compression influences self-managed work 

teams. By deepening our understanding of these 

dynamics, organizations can refine their strategies and 
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practices to create a supportive and productive work 

environment for self-managed teams. 
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