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TRUE HR CONSULTING
The People Strategy IS The Business Strategy 

Wage Trends and Competitive Compensation
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Agenda

Wage Trends 

Analyzing Compensation Plans

Pay Philosophy  
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“The Perfect Storm"

¤  Minimum Wage

¤  Paid Sick Leave

¤  Overtime Rule

¤  Large Company Presence 
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Minimum Wage
¤  STATE minimum wages increased in 19 states as of January 2019

¤  Arizona’s increase effective January 1, 2019:

¤  STATE minimum wage increased from $10.50 to $11; the tipped minimum wage increased from 
$7.50 to $8.00 (Tipped workers still must earn at least the $11 minimum, including tips, for all hours 
worked).

¤  Both increases are the result of Proposition 206 -the Fair Wages and Healthy Families Act

¤  This is stage 3 of a 4 step hike since 2016 – the 4th increase is to $12.00 per hour by 2020

¤  It has been 10 years since the last increase to the FEDERAL minimum wage took effect: 

¤  Legislation pending to increase the FEDERAL minimum wage from $7.25 an hour to $15.00 an hour 
over the next five years

¤  The bill would also gradually increase the base hourly wage for tipped workers ($2.13 an hour) and 
workers under age 20 ($4.25 an hour) to $15.00 by 2027 and end the subminimum wage system 
used by some employers for workers with severe disabilities.

 

 
NOTE:  Minimum wage applies to part-time, full time and temporary employees..  There are exemptions for tribal employers on tribal land.  
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Minimum Wage
Proponents  

¤  Workers are more productive

¤  Increased product price 

¤  The cost of living is increasing 

¤  The average wages for other workers are 
increasing

¤  A minimum-wage increase would boost the 
economy because Increased pay means 
increased consumer spending! 

¤  Businesses that are more invested in their 
employees have employees more invested in 
the business 

¤  When workers are paid enough to live on, 
they don't have the continual stress that 
comes with figuring out how to provide for 
themselves or their families

 

Opponents

¤  Would burden small-business owners with 
increased operating costs and have negative 
ramifications for the very workers it's supposed 
to help 

¤  A nationwide rate is not realistic, given the wide 
cost-of-living disparities across the United States

¤  The U.S. Chamber stated that it opposes an 
increase of $15 or higher because it would bring 
serious negative consequences, such as a 
reduction of hours for current workers, the 
inability of first-time workers to find a job, and 
reduced operations for charitable nonprofits and 
organizations with limited revenue.

¤  Others believe a $15 minimum wage would 
result in closed businesses, increased consumer 
prices or reduced labor costs.   
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Minimum Wage

Tucson Large Companies
Amazon, Target, TuSimple, Caterpillar

ü  Large companies setting new pay trends 

ü  Opportunity for community growth

ü  Addition of new skills introduced to Tucson market

ü  Attrition is good!

ü  Increase in hiring PT workers

ü  Investment and development of current workforce

ü  Opportunities for internal employee advancement

ü  New Hires offer new ideas and innovation

ü  Companies change pricing to cover wage adjustments
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Minimum Wage
Michael Lastoria, the CEO of &pizza, a popular chain of pizzerias on the East Coast, wants to 
prove those points.

The starting pay at &pizza is currently a dollar or two above the state minimum (eateries are 
in the Washington, D.C. area, New York City, Philadelphia and Miami), but the company 
implemented a starting wage of $15/hour across its locations.

The reason: "When you take care of your people, they take care of your customers, and your 
business thrives," Lastoria said.

His says his company's absenteeism and turnover rates are better than average, but the real 
difference has been a boost in workplace culture.

“Employee morale has skyrocketed and with it our customer experience and our bottom 
line. Happy employees drive sales. Customers coming back, engaging and re-engaging, 
increases revenue. Our employees have become our loudest brand ambassadors. People 
want to work for companies that they believe actually care about the greater good."
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Paid Sick Leave

¤  Under Proposition 206, full-time, part-time, and seasonal 
employees will be granted paid sick leave mandated by law, 
earning a minimum of 1 hour of leave for every 30 hours worked.

¤  Employers with fewer than 15 employees must provide at least 24 
hours of paid sick leave each year. 

¤  Businesses with 15 or more employees must provide a minimum 
of 40 hours yearly.

NOTE:  Federal and state employees are exempt from Prop. 206.
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Paid Sick Leave

¤  Existing PTOs (paid time off plans) are acceptable as long as they comply with 
the minimum requirements of the new law. 

¤  Paid sick leave can also be loaned out before time is accrued, but that is at 
the discretion of employer.

¤  Paid sick leave can be used for a broad scope of reasons, including medical 
care related to mental or physical illnesses, injuries and health conditions.

¤  Sick leave may be granted to take care of sick family members, who by 
definition under the law do not need to be blood-related.

¤  Employees may also use sick time in cases of domestic violence, sexual 
assault, abuse or stalking. Related court appearances are also covered. If legal 
action is required, the employee can provide police documentation stating 
the paid time off is necessary, but there’s no need to divulge personal details 
about the incident.
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Paid Sick Leave

¤  Requests can be made in writing, verbally or electronically. Employees aren’t 
required to provide notice, but it is recommended that they notify their 
employer.

¤  Unused sick leave can be cashed out or rolled over, but it is at the employer’s 
discretion. Employers are only legally required to allow employees to use a 
minimum of 40 hours per year.

¤  Employees who are involuntarily separated cannot cash out on unused paid 
sick leave.

¤  Some small businesses exempt from the minimum-wage-increase will be 
required to provide paid sick leave.

¤  The law requires businesses to maintain paid sick-leave records and statistics 
for four years. Pay stubs must indicate paid sick leave available, already taken 
and the value of what has been used if applicable.
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Overtime Rule

¤  The US Department of Labor (DOL) plan is to develop a new rule regarding 
overtime pay in 2019. 

¤  The DOL plans to reevaluate the salary level for employees who are counted 
as “exempt,” or unable to earn overtime pay. The rule would also define the 
process for calculating that salary level going forward.

¤  Raising the salary threshold widens the pool of salaried workers who are 
eligible for overtime pay to include some employees classified as: 

¤  Executives – like project managers and VPs

¤  Administrative staff – like accountants, marketers, and PR reps

¤  Professionals – like lawyers, dentists, and writers

¤  That said, if a secretary, dental assistant, copywriter, or another employee who 
was FLSA classified as exempt previously earns less than the new salary 
threshold, that may no longer be the case.
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Overtime Rule  

¤  Employers currently need to comply with the FLSA, which says salaried 
employees who are managers and those with certain “specialized 
skills”—like a professional degree or training in a specific field, such as 
medicine—are exempt from being able to earn overtime pay if they 
make:

More than $455 per week; or Over $23,660 a year

¤  An Obama-era rule change would have roughly doubled that level, 
requiring employers to pay overtime to salaried employees unless they 
make:

More than $913 per week; or Over $47,476 a year

¤  That raised cap would make over 4 million more salaried workers eligible 
for overtime.  
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Example of OT Rule Impact 

Current OT Rule 

¤  Manager, $30,000 per year 

¤  Currently Exempt, No OT 

¤  Works 50 hours per week 

Proposed OT Rule 

¤  Manager, $30,000 per year 

¤  New Rule = Non-Exempt, receive OT 

¤  Works 50 hours per week 
¤  Hourly rate is $15/hour, OT rate at 

1.5 is $22.50/hour 
¤  10 OT hours @ $22.50 = $225/

week 
¤  For 50 weeks = $11,250 in OT pay 

¤  Final Salary + OT pay = $41,250 
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Overtime Rule
 

¤  A federal judge in Texas blocked the increase in November 2016 ruling that the 
DOL had overstepped its authority by increasing the salary limit so dramatically 
and by basing the exemption exclusively on salary.  The federal case in Texas is 
on appeal in the 5th Circuit. 

¤  The DOL rulemaking process is scheduled to start March, 2019 to develop the 
threshold.  

¤  US Labor Department Secretary R. Alexander Acosta suggested a middle ground  
- that the maximum for mandatory overtime pay should be increased to around 
$33,000.

¤  Others argue to keep executive, administrative, or professional workers exempt 
regardless of salary.
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Overtime Rule Options 
 
ü Review your team’s salary levels and make sure you are complying with the current 

federal rules (if they’re making less than $455 a week, make sure they’re paid 
overtime when they work more than 40 hours per week).

ü Talk to your employees about their preferences when it comes to altering their 
compensation. Consider alternative options:  

- Give them a pay raise and work out a schedule that doesn’t incur overtime hours.
- Keep your employee’s salary the same and budget for more overtime hours.
-Consider compressed workweeks, flex time, alternative Fridays off, if applicable.  

ü If your executive, administrative, and professional employees become eligible for 
overtime, consider increasing their salaries to exceed the new threshold if they often 
log long hours. Do your homework—it may be less expensive than overtime costs.

ü Should the salary level rise and make most of your team non-exempt, hire additional 
resources to share the workload and eliminate the need for employees to work 
overtime hours.
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Competitive Compensation

¤  Voluntary turnover is at a 10 year high

¤  Tucson unemployment is 4.8%

¤  Compensation is still the deciding factor when considering a job 
offer

¤  Top reasons employees resign:  Career development, work/life 
balance, and manager behavior

¤  43% of workers enticed to leave if offered better pay

Organizations need to think 
more holistically about total 
rewards programs and the 
overall employee experience.
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Denise’s Bakers Dozen

¤  Allocation of Healthcare Contribution ER and EE

¤  Variable pay – 1x impact:  promotion, lump sum, spot bonuses

¤  “Stay” bonuses to retain top talent

¤  Career Training and Development

¤  More appealing job titles – There is no cost!!!! 

¤  Education assistance

¤  Investment in future skills needed in a new market

¤  401(k) match

¤  Tuition match to help with student loan debt

¤  Flex time – work/life balance, compressed workweek, Fridays off

¤  Additional PTO for top performers

¤  Rewards and Recognition programs

¤  Referral Program 
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A Fresh Look at Pay

In the tight labor market, here are a few questions employers should be asking—and 
answering—

¤  Are all types of pay for top talent adequate?
¤  Employers need to look for ways to allocate their money differently
¤  New or different incentive opportunities with more-frequent payouts
¤  Changes to performance metrics and milestones
¤  Regular and productive performance management discussions

¤  Is the organization managing existing talent well?
¤  Do you have flight risks?  Help managers identify those employees.
¤  Do your exit interviews reveal a trend?  Address the root causes.  
¤  Know your high performers so you can keep them happy.
¤  Normal Attrition is healthy!
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A Fresh Look at Pay

¤  Is pay equity an issue?

¤  Give managers adequate discretion to make pay adjustments and maintain a 
framework to ensure pay equity.  

¤  Implement well documented pay-related decision-making so that two employees 
of equal talent and performance level are treated the same. The key is consistency 
with less ad hoc pay decisions. 

¤  Is the organization’s compensation strategy agile? 

¤  Strong compensation systems respond not just to changes in the market but also 
to opportunities to gain new talent. 

¤  Hot jobs today may become less competitive and even less important in future 
years. As a result, compensation systems should be built to adjust to the market.
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Action Items 

¤  Benchmark your compensation plan according to your company size, 
revenue, market and industry

¤  Research and develop competitive pay ranges using Salary Surveys 

¤  Understand your compensation philosophy 

¤  Design your compensation plan around culture

¤  Develop a 3-5 year compensation strategy 
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Quote for the Day

“Clients do not come first.  Employees come first.  If you take care of 
your employees, they will take care of the clients.”  - Richard Branson
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Questions?

 

Denise Watters

TRUE HR Consulting

The People Strategy IS the Business Strategy
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DENISE WATTERS

     TRUE HR CONSULTING

LinkedIn: Denise Watters
denise@truehrconsulting.com

703-795-1921

Leading Cultural Transformation
      Engaging Leaders and Employees
          Growth Strategies
               Improving Operational Effectiveness
                    Compliance/Risk Management
                         Succession Planning
                              Talent Management
                                   Compensation Advisement
 
 


