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During the months of April through June 2020, Koff & Associates (“K&A”) conducted a
comprehensive Total Compensation Study for the County of Humboldt (“County”). All
compensation findings and recommendations are presented in this report.

This compensation review process was precipitated by:

» The concern of the Board of Supervisors and management that employees should be
recognized for the level and scope of work performed and that they are paid on a fair and
competitive basis that allows the County to recruit and retain a high-quality staff;

» The desire to have a compensation plan that can meet the needs of the County; and

» The desire to ensure that internal relationships of salaries are based upon objective, non-
guantitative evaluation factors, resulting in equity across the County.

The goals of the compensation study are to assist the County in developing a competitive pay
and benefit plan, which is based upon market data, and to ensure that the plan is fiscally
responsible and meets the needs of the County with regards to recruitment and retention of
qualified staff.

This report summarizes the study methodology, analytical tools, and the total compensation
(salary and benefits) survey findings. The results of the total compensation study showed:

» The County’s base salaries, overall, in comparison to the market median are 6.9% (2.1%
when adjusted for cost of labor) below the market.

> The County’s total compensation, overall, in comparison to the market median is 18.9%
below the market.

» The County’s benefits package puts the County in a less competitive position compared
to the market and, therefore, salary decisions should be based on base salary market
results versus total compensation.

> K&A considers a classification falling within 5% of the median to be competitive.

The study included 500 classifications, and of those 232 classifications were selected in order to
collect salary and benefits data within the defined labor market. Classifications that we would
expect to provide a sufficient sample for analysis were selected as “benchmarks” to use as the
basis to build the compensation plan. Benchmark classifications are those classifications that are
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compared to the market, and these classifications are used as a means of anchoring the County’s
overall compensation plan to the market. Other classifications not surveyed will be included in
the compensation plan and aligned to the benchmark classifications using internal equity
principles.

The crosswalk has a complete list of all benchmarks and includes both the former and current
classification titles (Appendix I).

Another important step in conducting a market salary study is the determination of appropriate
agencies for comparison. In developing the list of potential comparator agencies, agencies were
added to the potential list of comparator agencies based on the following factors:

1. Organizational type and structure — It is generally recommended that agencies of a
similar size and providing similar services to that of the County be used as comparators.
When it comes to technical classes, the size of an organization is not as critical, as these
classes perform fairly similar work. The difference in size of an organization becomes
more important when comparing classes at the management level. The scope of work
and responsibility for management becomes much larger as an organization grows.
Factors such as management of a large staff, consequence of error, the political nature of
the job, and its visibility all grow with larger organizations. When it is difficult to find
agencies that are similarly sized, it isimportant to get a good balance of smaller and larger
agencies.

2. Similarity of population, staff, and operational budgets — These elements provide
guidelines in relation to resources required (staff and funding) and available for the
provision of services.

3. Scope of services provided — For the majority of classifications, it is important to select
agencies providing similar services. Organizations providing the same services are ideal
for comparators and most comparator agencies surveyed provide similar services to the
County.

4. Labor market and geographic location — Today’s labor market reality is that many
agencies are in competition for the same pool of qualified employees because large
portions of the workforce don’t live in the communities they serve, are accustomed to
lengthy commutes, and are more likely to consider changing jobs in a larger geographic
area than in the past. Furthermore, by selecting employers within a geographic proximity
to the County, the resulting labor market data generally reflects the region’s cost of living,
housing costs, growth rate, and other demographic characteristics to the same extent as
competing employers to the County. Therefore, the geographic labor market area where
the County may be recruiting from or losing employees to, was taken into consideration
when selecting comparator organizations.
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All factors mentioned should be considered in selecting the group of comparator agencies. The
County agreed to a list of twelve (12) agencies.

Table 1. Comparator Agencies

Butte County

El Dorado County

Lake County

Mendocino County

Napa County

Nevada County

San Luis Obispo County

Shasta County

© ® N o g & wW N E

Siskiyou County

10. Sutter County

11. Tehama County

12. Yolo County

Use of a broader geographic survey group, as was done in this study, generally raises questions
on the impact of the cost of living differences, and while that is a factor forsurvey
agency selection, it is not the most appropriate method to measure regional differences in
wages. Cost of Living focuses on the difference in the cost of consumer goods including housing
and therefore can fluctuate more dramatically between locations. Cost of Labor measures
regional differences in wage trends and is a more effective measure in drawing a comparison
between salaries.

K&A lists the Cost of Labor differentials to be utilized by the County to provide more accurate
wage comparisons. To accomplish this, we used databases from the Economic Research Institute
(ERI), a nationally recognized provider of data with respect to differences in the costs of living
and cost of labor in counties with a population of over 10,000. The Cost of Labor
percentages reflect regional differences in wages and are relevant to making compensation
decisions because the focus is on what other employers are paying within the region rather than
the differences in the cost of consumer goods. Information regarding ERI’'s methodology can be
found in Appendix VII.
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The cost of labor percentages are as follows:

Table 2. Cost of Labor Differential

County of Butte 1.8%
El Dorado County 8.9%
Lake County 0.5%
Mendocino County -0.1%
Napa County 14.5%
Nevada County 4.4%
San Luis Obispo County 6.2%
Shasta County 3.0%
Siskiyou County 3.7%
Sutter County 4.6%
Tehama County 1.7%
Yolo County 9.3%

County of Humboldt

The differentials indicate that the surveyed agencies, pay on average 4.875% higher than the

County.

The last element requiring discussion prior to beginning a market survey is the specific benefit
data that will be collected and analyzed. The following salary and benefits data was collected for
each benchmark classification (the cost of these benefits to each agency was converted into
dollar amounts and can be found in Appendix Il [Benefit Detail] of this report; these amounts

were added to base salaries for total compensation purposes).

The top of the salary range and/or control point. All figures are presented on a monthly

basis.

The retirement reflects the benefits offered to the majority of the employees:

» PERS Formula: The service retirement formula for each agency’s Classic plan.

» Enhanced Formula Cost: The baseline PERS formula is 2% @62 for miscellaneous
employees and 2% @57 for safety employees. There is typically a cost to the employer
for offering a formula with a higher benefit than the baseline formula. For each
enhanced formula, the cost to the employer is based on a state-wide actuarial
percentage calculated by PERS. The percentage value for each enhanced formula is:

e Miscellaneous Employees
= 2%@60: 1.2%
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= 2%@55: 2.9%

= 2.5%@55: 5.2%

= 2.7%@55: 7.0%

= 3%@60: 8.0%
e Safety Employees

= 2%@55:0.2%

= 2.5%@57: 3.8%

= 2.7%@57 : 4.9%

= 2%@50 : 6.0%

= 3%@55:8.5%

= 3%@50:10.3%
Employer Paid Member Contribution: The amount of the employee’s contribution to
PERS that is paid by the employer (Employer Paid Member Contribution).
Single Highest Year: The period for determining the average monthly pay rate when
calculating retirement benefits. The base period is 36 highest paid consecutive
months. When final compensation is based on a shorter period of time, such as 12
months’ highest paid consecutive months, there is a cost to the employer. Similar to
the enhanced formula, the cost to the employer is based on a state-wide actuarial
percentage calculated by PERS. K&A took the midpoint of the range and multiplied
the percentage by the top monthly salary to calculate the cost of the final
compensation.
Social Security: If an employer participates in Social Security, then the employer
contribution of 6.2% of the base salary up to the federally-determined maximum
contribution of $711.45 per month was reported.
Other: Any other retirement contributions made by the employer.

Deferred compensation contributions provided to all employees of a classification with
or without requiring the employee to make a contribution is reported.

The employer paid premiums for an employee with family coverage was reported. The
employer paid insurances included:

VVVVYVY

Cafeteria/Flexible Benefit Plan
Medical

Dental

Vision

Other
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Other than sick leave, which is usage-based, the number of hours off for which the
employer is obligated. All hours have been translated into direct salary costs.

» Vacation: The number of paid time off (or vacation) hours available to all employees
who have completed five years of employment.

» Holidays: The number of holiday hours (including floating hours) available to
employees.

» Administrative: Administrative (or management) leave is normally the number of
paid leave hours available to Fair Labor Standards Act (“FLSA”) Exempt and/or
management to reward for extraordinary effort (in lieu of overtime). This leave
category may also include personal leave which may be available to augment vacation
or other time off.

This category includes either the provision of an auto allowance or the provision of an
auto for personal use only. If avehicle is provided to any classification for commuting and
other personal use, the average monthly rate is estimated at $450. Mileage
reimbursement is not included.

This category includes any additional other benefits not captured above available to all in
the class.

All of the benefit elements are negotiated benefits provided to all employees in the classification.
As such, they represent an ongoing cost for which an agency must budget. Other benefit costs,
such as sick leave, tuition reimbursement, and reimbursable mileage are usage-based and cannot
be quantified on an individual employee basis.

Data was collected during the months of April through June 2020, through comparator agency
websites, conversations with human resources, accounting, and/or finance personnel, and
careful review of agency documentation such as classification descriptions, memoranda of
understanding, organization charts, and other documents.

K&A believes that the data collection step is the most critical for maintaining the overall
credibility of any study and relied on the County’s classification descriptions as the foundation
for comparison.

When K&A researches and collects data from the comparator agencies to identify possible
matches for each of the benchmark classifications, there is an assumption that comparable
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matches may not be made that are 100% equivalent to the classifications at the County.
Therefore, K&A does not match based upon job titles, which can often be misleading, but rather
analyze class descriptions before a comparable match is determined.

K&A’s methodology is to analyze each class description and the whole position by evaluating
factors such as:

Definition and typical job functions;

Distinguishing characteristics;

Level within a class series (i.e., entry, experienced, journey, specialist, lead, etc.);
Reporting relationship structure (for example, manages through lower-level staff);
Education and experience requirements;

Knowledge, abilities, and skills required to perform the work;

The scope and complexity of the work;

Independence of action/responsibility;

The authority delegated to make decisions and take action;

The responsibility for the work of others, program administration, and for budget dollars;
Problem solving/ingenuity;

Contacts with others (both inside and outside of the organization);

Consequences of action and decisions; and

Working conditions.

VVVVVVVVVVVVYVYYVYY

In order for a match to be included, K&A requires that a classification’s “likeness” be at
approximately 70% of the matched classification.

When an appropriate match is not identified for one classification, K&A often uses “hybrids”
which can be functional or represent a span in scope of responsibility. A functional hybrid means
that the job of one classification at the County is performed by two or more classifications at a
comparator agency. A “hybrid” representing a span in scope means that the comparator agency
has one class that is “bigger” in scope and responsibility and one class that is “smaller,” where
the County’s class falls in the middle.

If an appropriate match could not be found, then no match was reported as a non-comparable
(N/C).

For each benchmark classification, there are three information pages:

» Top Monthly Base Salary and Total Compensation Data (3 sheets per benchmark);
e One sheet is sorted by adjusted top monthly reflecting actual and salaries
adjusted for cost of labor
e One sheet is sorted by total monthly
> Benefit Detail (Monthly Equivalent Values).
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The average (mean) and median (midpoint) of the comparator agencies are reported on the top
monthly salary and total compensation data spreadsheets. The % above or below that the
County is compared to the average and median is also reported.

The mean is the sum of the comparator agencies’ salaries/total compensation divided by the
number of matches. The median is the midpoint of all data with 50% of data points below and
50% of data points above.

In order to calculate the mean and median, K&A requires that there be a minimum of four (4)
comparator agencies with matching classifications to the benchmark classification. The reason
for requiring a minimum of four matches is so that no one match has undue influence on the
calculations. Sufficient data, meaning at least 4 matches, was collected from the comparator
agencies for 193 of the 232 benchmark classifications.

When using survey data to make salary range recommendations and adjustments, K&A
recommends using the median, rather than the mean, because the median is not skewed by
extremely high or low salary values.

The following table represents a summary of the market top monthly (base) salary and adjusted
top monthly (base) salary (adjusted for cost of labor) findings. For each benchmark classification,
the number of matches (agencies with a comparable position) and percent above or below the
top monthly salary market median and the adjusted top monthly salary market median is listed.
The table is sorted by top monthly salary in descending order from the most positive percentile
(above market) to the most negative (below market).

Table 3. Market Compensation Results Summary

Psychiatric Technician Il 4 18.8% 22.4%
Registered Nurse Il 11 18.2% 20.4%
Sheriff 12 15.5% 18.4%
Deputy Clerk of the Board Il 8 12.1% 18.2%
Family Nurse Practitioner 10 12.5% 17.3%
Treasurer Tax-Collector 10 14.4% 16.3%
Animal Shelter Attendant Il 8 12.4% 16.2%
Licensed Vocational Nurse - Public Health 11 12.1% 16.1%
County Clerk-Recorder 8 9.7% 15.8%
Public Health Nurse Il 12 13.5% 15.7%
Clinical Psychologist 7 10.1% 15.5%
Custodian Supervisor 7 11.0% 15.1%
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District Attorney 12 11.0% 15.0%
Supervising Psychiatric Nurse 7 6.2% 15.0%
Evidence Technician 11 12.5% 14.8%
Community Health Outreach Worker II 7 6.2% 14.6%
Supervising Public Health Nurse 12 9.7% 14.0%
Child Support Program Manager (MSS) 10 11.8% 13.9%
Employment and Training Supervisor (MSS) 10 9.7% 12.6%
Occupational Therapist 9 5.2% 12.5%
Administrative Supervisor 8 11.5% 12.5%
Agricultural Commissioner and Sealer of Weights and 12 7.9% 12.2%
Measures

Legal Administrative Assistant Il 11 6.6% 12.1%
Human Resources Technician |l 12 6.9% 11.9%
Director- Department of Health and Human Services 8 8.5% 11.9%
Physician/Psychiatrist 10 7.2% 11.8%
Behavioral Health Case Manager II 6 8.8% 11.7%
Psychiatric Nurse 11 6.3% 11.3%
Plans Examiner Il 6 8.5% 11.2%
Physical Therapist 8 3.6% 10.9%
Chief Probation Officer 12 8.0% 10.1%
Health Education Supervisor 9 4.6% 10.0%
Behavioral Health Medical Director 7 5.0% 9.9%
Carpenter 6 4.0% 9.5%
Director of Library Services 11 4.3% 8.7%
Medical Office Assistant Il 6 3.2% 8.0%
Legal Administrative Supervisor 10 -0.4% 7.9%
Director of Child Support Services 12 2.8% 7.9%
Program Manager 8 2.9% 7.9%
Correctional Cook 12 3.3% 7.8%
Information Technology Technician Il 9 1.9% 7.6%
Executive Director of First 5 Humboldt County 5 3.0% 7.5%
Community Services Officer 5 4.4% 7.3%
Engineering Technician Il 11 2.5% 7.3%
Assessor 12 4.6% 6.7%
Health Education Specialist || 9 -1.1% 6.5%
Director of Human Resources 11 4.8% 6.5%
HHS Child Welfare Division Director 9 -2.9% 6.5%
Development Services Technician Il 11 0.5% 6.1%
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Human Resources Analyst I 10 2.6% 5.4%
Custodian 10 4.5% 5.3%
Facility Maintenance Mechanic Il 12 2.2% 5.2%
Construction Project Manager 7 1.4% 4.8%
Supervising Behavioral Health Clinician 12 -4.8% 4.8%
Administrative Assistant II 11 0.3% 4.4%
Office Assistant Il 11 0.8% 4.3%
Clerk of The Board of Supervisors 10 3.3% 4.1%
Behavioral Health Clinician Il 12 -1.3% 3.9%
Employment and Training Worker Il (MSS) 12 -0.3% 3.8%
Director of Environmental Health 11 2.0% 3.8%
Auditor-Appraiser Il 11 0.3% 3.8%
Public Defender 8 0.0% 3.7%
County Counsel 12 -2.7% 3.4%
Public Safety Communications Supervisor 9 1.2% 3.4%
Food Services Supervisor 9 -0.3% 3.2%
Building Inspector I 12 -3.3% 3.1%
HHS Deputy Director - Finance 4 -4.1% 3.1%
Supervising Development Services Technician 4 -8.3% 2.9%
Child Support Specialist Il (MSS) 12 0.2% 2.9%
County Administrative Officer 12 -4.3% 2.7%
Department Information Systems Specialist 9 -2.3% 2.4%
Chief Building Official 10 -0.1% 2.3%
Administrative Services Manager 9 -1.2% 2.0%
Supervising Therapist 7 -8.1% 1.9%
HHS Public Health Branch Director 9 -2.9% 1.9%
Victim/Witness Compensation Advocate 8 -3.3% 1.8%
Public Safety Dispatcher 9 -0.6% 1.8%
Nutritionist 11 -3.9% 1.8%
Library Assistant Il 11 -6.2% 1.6%
Auditor-Controller 11 1.3% 1.2%
Appraiser Il 12 -1.4% 1.0%
Fabricator/Mechanic 5 -1.2% 0.6%
Treasurer & Tax Assistant 9 -4.2% 0.6%
Payroll/Personnel Specialist 7 -6.0% 0.6%
Public Works Manager 6 -6.2% 0.5%
Bridge Maintenance Worker 12 -5.1% 0.3%
Mail Services Driver 5 0.3% 0.2%
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Agricultural/ Weights and Measures Inspector IlI 11 -3.1% -0.0%
Welfare Investigator Il (MSS) 7 -5.9% -0.4%
Public Works Superintendent 7 -4.3% -0.4%
Eligibility Supervisor (MSS) 12 -3.6% -0.6%
County Surveyor 8 -6.8% -0.7%
Fiscal Assistant II 12 -5.5% -0.7%
Correctional Sergeant 12 -6.7% -1.0%
Facility Maintenance Supervisor 11 -1.7% -1.1%
Victim/Witness Program Coordinator 10 -6.5% -1.1%
Social Worker Il (MSS) 12 -4.6% -1.2%
Environmental Health Specialist Il 12 -3.6% -1.3%
Victim/Witness Advocate 12 -6.1% -1.6%
Eligibility Specialist Il (MSS) 12 -4.9% -1.7%
Supervising Environmental Health Specialist 6 -7.6% -1.7%
Director of Planning and Building 10 -8.0% -1.8%
Legal Office Assistant Il 10 -4.1% -1.8%
Parks Supervisor 6 -8.0% -1.8%
Director of Public Health Nursing 10 -5.2% -1.9%
Deputy Probation Officer II 12 -8.9% -1.9%
Mechanic Il 12 -3.2% -2.1%
Deputy Branch Director 9 -5.4% -2.2%
Hazardous Material Specialist II 5 -5.7% -2.6%
GIS Coordinator 10 -5.8% -2.6%
Supervising Librarian 5 -13.1% -2.6%
Health Officer - Medical Director 10 -71.5% -2.6%
Cadastral Drafting Technician 9 -7.0% -2.9%
Director of Public Works 11 -6.2% -3.0%
Parks Caretaker II 7 -5.4% -3.0%
Revenue Recovery Officer 7 -10.3% -3.2%
Deputy Public Works Director-Engineering 9 -8.3% -3.3%
Behavioral Health Worker || 4 -7.0% -3.8%
Animal Control Officer 11 -8.4% -3.9%
Deputy County Counsel IV 12 -8.1% -4.8%
Recordable Documents Examiner Il 11 -13.6% -5.1%
Property Technician 10 -6.5% -5.1%
Road Maintenance Worker | 12 -12.4% -5.3%
Peer Specialist Il 4 -10.0% -5.4%
Deputy Public Guardian Il 7 -15.3% -5.6%
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Fiscal Analyst II 9 -9.0% -5.8%
Applications Analyst || 9 -13.2% -5.9%
Supervising Deputy Probation Officer 12 -12.6% -6.4%
Assessment Technician |l 11 -11.0% -6.6%
Elections Manager 8 -11.0% -6.8%
Assistant Engineer I 9 -11.8% -6.9%
Compliance and Quality Assurance Manager 9 -12.3% -7.1%
Records Assistant 11 -10.5% -7.2%
Librarian Il 11 -8.2% -7.3%
Correctional Captain 7 -12.5% -7.4%
Child Support Attorney IV (MSS) 12 -8.9% -1.7%
Social Worker IV B (MSS) 11 -9.4% -7.9%
Associate Civil Engineer 12 -14.5% -8.0%
Administrative Analyst || 12 -18.3% -8.5%
Correctional Deputy Il 12 -12.6% -8.9%
Accountant-Auditor |l 12 -11.7% -9.2%
Environmental Health Technician Il 4 -10.5% -9.6%
Deputy Public Works Director Facilities 6 -12.7% -9.7%
Airport Operations and Maintenance Technician || 4 -19.3% -10.3%
Deputy Sheriff |l 12 -13.2% -10.6%
Code Enforcement Officer Il 11 -12.7% -10.7%
Investigator-Sworn 12 -13.8% -11.2%
Deputy District Attorney IV 11 -13.5% -11.5%
Road Maintenance Supervisor 12 -18.0% -12.0%
Sheriff's Sergeant 12 -14.9% -12.2%
Parts Storekeeper 9 -21.3% -12.3%
Facility Maintenance Manager 11 -16.8% -12.4%
Traffic Control Maintenance Worker 11 -14.1% -12.5%
Deputy District Attorney I 12 -19.4% -12.5%
HHS Behavioral Health Branch Director 12 -17.9% -12.7%
Deputy Director - Administration 6 -19.3% -12.8%
Undersheriff 12 -13.9% -12.9%
Bridge Maintenance Supervisor 10 -19.2% -13.6%
Substance Use Disorder Counselor II 12 -15.7% -13.7%
Risk Manager 6 -21.2% -13.7%
Vocational Counselor II 4 -16.2% -14.5%
Supervising Agricultural/ Weights and Measures 5 -17.0% -15.0%

Inspector
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Juvenile Corrections Officer Il 10 -21.6% -15.0%

IT Systems Supervisor 7 -23.4% -15.0%
Supervising Juvenile Corrections Officer 10 -22.7% -15.2%
Deputy County Counsel Il 12 -21.0% -15.4%
Deputy Public Defender IV 6 -24.5% -15.9%

IT Applications Supervisor 5 -18.4% -16.3%
Deputy Probation Chief 10 -21.8% -16.6%
Deputy Public Works Director-Land Use, Roads, Fleet 8 -20.9% -17.0%
Chief Investigator (Dist Atty) 12 -20.4% -17.6%
Staff Services Manager (MSS) 10 -23.7% -18.6%
Associate Planner 12 -24.5% -18.7%
Real Property Agent Il 6 -22.2% -19.3%
Animal Services Manager 8 -28.7% -19.7%
Sheriff's Lieutenant 11 -22.1% -19.9%
Communicable Disease Investigator Il 4 -31.7% -21.6%
Investigator-Nonsworn 5 -34.3% -22.3%
Planning Manager 10 -31.3% -23.2%
Emergency Services Program Manager 8 -26.4% -25.3%
Buyer Il 9 -37.3% -25.3%
Deputy County Administrative Officer 9 -39.0% -25.9%
Election Worker 8 -30.3% -26.1%
Epidemiologist 8 -42.9% -27.9%

IT Director 10 -32.0% -28.9%
Juvenile Corrections Facility Manager 8 -37.4% -30.9%
Veterans Service Officer 11 -39.8% -31.0%
Sheriff's Captain 12 -33.4% -32.3%
Purchasing Manager 5 -79.5% -64.0%
Administrative Services Officer 7 Proposed Proposed
Crime Analyst 5 Proposed Proposed
Learning and Organizational Development Program 4 Proposed Proposed
Manager

Supervising Accountant-Auditor 5 Proposed Proposed
Airport Operations Manager 3 Insuff Data Insuff. Data
Automotive Service Worker 3 Insuff. Data Insuff. Data
Correctional Programs Coordinator 1 Insuff. Data Insuff. Data
Correctional Services Manager 2 Insuff. Data Insuff. Data
Department Information Systems Supervisor 2 Insuff. Data Insuff. Data
Deputy Coroner-Public Administrator 3 Insuff. Data Insuff. Data

13
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Deputy Public Works Director Environmental Services 1 Insuff. Data Insuff. Data
Dietary Services Supervisor 2 Insuff. Data Insuff. Data
Director of Aviation 1 Insuff. Data Insuff. Data
Director of Psychiatric Nursing 0 Insuff. Data Insuff. Data
Economic Development Coordinator 0 Insuff. Data Insuff. Data
Economic Development Director 3 Insuff. Data Insuff. Data
Educational Lab Instructor 0 Insuff. Data Insuff. Data
Elections Coordinator 1 Insuff. Data Insuff. Data
Environmental Permitting/Compliance Manager 0 Insuff. Data Insuff. Data
Fiscal Systems Manager 0 Insuff. Data Insuff. Data
Graphic Arts Technician 0 Insuff. Data Insuff. Data
HHS Deputy Director - Employee Services 3 Insuff. Data Insuff. Data
HHS Deputy Director of Information Services 2 Insuff. Data Insuff. Data
IT Project Manager 3 Insuff. Data Insuff. Data
IT Security Officer 3 Insuff. Data Insuff. Data
Laboratory Technician Il 3 Insuff. Data Insuff. Data
Library Division Manager 3 Insuff. Data Insuff. Data
Marketing and Multimedia Specialist 1 Insuff. Data Insuff. Data
Medical Records Manager 0 Insuff. Data Insuff. Data
Natural Resources Planning Manager 2 Insuff. Data Insuff. Data
Natural Resources Project Manager 1 Insuff. Data Insuff. Data
Nurse Case Manager 2 Insuff. Data Insuff. Data
Patient Rights Advocate 3 Insuff. Data Insuff. Data
Policy and Legislative Manager (MSS) 1 Insuff. Data Insuff. Data
Program Coordinator 2 Insuff. Data Insuff. Data
Program Supervisor 2 Insuff. Data Insuff. Data
Public Guardian-Conservator 3 Insuff. Data Insuff. Data
Public Health Laboratory Director 3 Insuff. Data Insuff. Data
Public Health Microbiologist Il 3 Insuff. Data Insuff. Data
Quality Improvement Coordinator 1 Insuff. Data Insuff. Data
Solid Waste Program Manager 2 Insuff. Data Insuff. Data
Supervising Airport Operations and Maintenance 1 Insuff. Data Insuff. Data
Technician

Translator/Interpreter 0 Insuff. Data Insuff. Data
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Figure 1. Benchmark Market Findings: Percent of positions within, below, and above market
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Base salary market results show that 129 classifications are paid below the market median and
60 classifications are paid above the market median.

# of Classifications <10% 10-20% >20% Total
Below the Market Median 63 38 28 129
Above the Market Median 45 15 0 60

Adjusted Base Salary

Total compensation market results show that 102 classifications are paid below the market
median and 87 classifications are paid above the market median.

# of Classifications <10% 10-20% >20% Total
Below the Market Median 56 33 13 102
Above the Market Median 55 30 2 87

Generally, a classification falling within 5% of the median is considered to be competitive in the
labor market for salary survey purposes because of the differences in compensation policy, actual
scope of work, and position requirements. However, the County can adopt a different standard.
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Overall, the differences between market adjusted base salaries and total compensation indicate
that the County’s benefits package puts the County at a less competitive advantage. Further
analysis indicates that, on average, classifications are 2.1% below the market median for adjusted
base salaries, while that figure changes to 18.9% below the market median for total
compensation, which is a 16.8% difference (i.e., the County “loses” a 16.8% advantage when
taking benefits into consideration). Refer to the Results Summary (Appendix Il) for additional
details regarding total compensation.

The market benefits data reveals the major contributing factor that gives the City a disadvantage
is the City’s contribution to insurance premiums. The City contributes approximately $800 less a
month than the market average.

Building from the salary levels established for identified benchmark classes, internal salary
relationships were developed and consistently applied in order to develop specific salary
recommendations for all non-benchmarked classifications.

In the future, the County may need to utilize internal alignment practices if the number of staff
grows and additional classifications are added or classifications change. While analyzing internal
relationships, the same factors analyzed when comparing the County’s classifications to the labor
market are used when making internal salary alignment recommendations.

In addition, the following are standard human resources practices that are commonly applied
when making salary recommendations based upon internal relationships:

> A salary within 5% of the market average or median is considered to be competitive in
the labor market for salary survey purposes because of the differences in compensation
policy and actual scope of the position and its requirements. However, the County can
adopt a different standard.
» Certain internal percentages are often applied. Those that are the most common are:
e The differential between a trainee and experienced (or journey) class in a series
(I/11 or Trainee/Experienced) is generally 10% to 15%;
e Alead or advanced journey-level (Il or Senior-level) class is generally placed 10%
to 15% above the journey-level.
e A full supervisory class is normally placed at least 10% to 25% above the highest
level supervised, depending upon the breadth and scope of supervision.
» When a market or internal equity adjustment is granted to one class in a series, the other
classes in the series are also adjusted accordingly to maintain internal equity.

Internal equity between certain levels of classifications is a fundamental factor to be considered
when making salary decisions. When conducting a market compensation survey, results can
16
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often show that certain classifications that are aligned with each other are not the same in the
outside labor market. However, as an organization, careful consideration should be given to
these alignments because they represent internal value of classifications within job families, as
well as across the organization.

For the purposes of this study, K&A utilized market data to develop the salary recommendations
for all of the benchmarked classifications, and used internal equity principles to make the salary
recommendations for the classifications that were not benchmarked and 39 benchmark
classifications that had insufficient data. For the non-benchmarked classifications, internal
alignments with other classifications will need to be considered, either in the same class series
or those classifications that have similar scope of work, level of responsibility, and “worth” to the
County. Where it is difficult to ascertain internal relationships due to unique qualifications and
responsibilities, reliance can be placed on past internal relationships. It is important for County
management to carefully review these internal relationships and determine if they are still
appropriate given the current market data.

It is also important to analyze market data and internal relationships within class series as well
as across the organization, and make adjustments to salary range placements, as necessary,
based on the needs of the organization.

The County may want to make internal equity adjustments or alignments, as it implements the
compensation strategy. This market survey is only a tool to be used by the County to determine
market indexing and salary determination.

The County has many options regarding what type of compensation plan it wants to implement.
This decision will be based on fiscal considerations, what the County’s pay philosophy is, at which
level it desires to pay its employees compared to the market, whether it is going to consider
additional alternative compensation programs, and how great the competition is with other
agencies over recruitment of a highly-qualified workforce. The initial range placement
recommendations have been made utilizing a philosophy of 10% below market median.

Currently, the County has a salary structure with ranges that are approximately .5% apart from
one another. Each salary range has six steps (including step 1A) with 5% between each step. It
is recommended that the County modifies the structure to five steps, with 5% between each step
and 2.5% between each range. Appendix Il contains the proposed salary range schedule.

It is important to note that the salary range structure connects all salary ranges, and their steps,
by formula, thereby allowing for COLAs to be applied to only one-dollar figure in the table/matrix,
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which then automatically updates the entire table. Due to the formula that connects each range
to the next (with 2.5% differentials between each range), there is a compounding effect when
drawing relationships that span several ranges. For example, with 2.5% differentials between
ranges, four ranges should represent a 10% differential. However, because the compounding
effect of 2.5%, on top of 2.5%, on top of 2.5%, and so on, the differential between Range 1 and
Range 5 is not exactly 10%, but it is slightly greater.

Appendix IV illustrates the proposed salary range placement for each classification based on the
market data as well as the internal relationship analysis. The recommendations are based on
adjusted base salary market results. The following calculation was used:

1. Reduced the market median adjusted top monthly salary data by 10% for each
benchmark.

2. The classification was then placed within the proposed salary range with a Step 5 salary
closest to the Market Placement Salary.

K&A also modified the current internal alignment in certain instances where it seemed warranted
based on market-supported groupings and/or compaction issues.

For all classifications, this primary implementation procedure must be completed only at the
initial time of implementation. In the future, if the County decides to implement annual across-
the-board cost of living adjustment increases, only the salary schedule that was developed and
included herein needs to be increased by the appropriate percentage, and each individual salary
range will move up with this adjustment. This will ensure that the internal salary relationships
are preserved and the salary schedule remains structured and easily administered.

While the County may be interested in bringing all salaries to the market median, in most cases
this goal may not be reached with a single adjustment. In this case, one option is to move
employees into the salary range that is recommended for each class based on this market study
and to the step within the new range that is closest to their current compensation. If employees’
current salaries are significantly below market so that their current compensation falls below the
bottom of the newly recommended range, then larger adjustments would be needed to move
those employees at least to the bottom of the new salary range.

Another option is to use a phased implementation approach. Normally, if the compensation
implementation program must be carried over months or years, the classes that are farthest from
the market median should receive the greatest equity increase (separate from any cost of living
increase). If a class falls within 5% of the market median, it would be logical to make no equity
adjustment in the first round of changes. However, if a class is more than 5% (or in this case,
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more than 20%) below the market median, a higher percentage change may be initially
warranted to reduce the disparity.

For example, if the County decided to implement the recommendations over a three-year period,
then the following guidelines could be applied for the initial increase of the three-year
implementation plan:

Table 4. Three-Year Implementation Proposal

0 to 4.99% 0 to 2.49%
5.0% to 9.99% 2.5% to 4.99%
10.0% to 14.99% 5.0% to 7.49%
15.0% to 19.99% 7.5% 10 9.99%
20.0% and above 10.0%

The initial first year adjustment would provide a portion of the equity increase and place the class
into the closest step (but not below) where they are now. Subsequent increases would be spaced
on a similar schedule (at annual intervals) based upon the remaining disparity after each
adjustment.

Please note that typically, for those classes that had a market disparity of 0 to 4.99%, we
recommend a 0% increase in the first year and an adjustment in the second year. Depending
upon the County’s financial situation, which will have to be reviewed before each further
adjustment is made, all market disparity adjustments are intended to be completed by the third
year. The County may also consider a similar implementation plan over a longer period of time,
like a five-year implementation plan.

The County may spend additional time to go through a process of deliberation and decision-
making as to what compensation philosophy it should implement to attract, motivate, and retain
a high-quality workforce. However, the County may want to consider adjusting those
classifications’ salaries that are currently below the market median as soon as possible, assuming
that incumbents’ performance meets the County’s level of expectation.

When classifications are over market, K&A typically recommends Y-rating employees whose
current pay exceeds the maximum of the recommended range until the market numbers “catch
up” with their current salary. To Y-rate an employee means to keep the employee’s salary frozen
and to provide no salary increases (including no cost of living adjustments) until the employee’s
current salary is within the recommended salary range. This will result in no immediate loss of
income, but will delay any future increases until the incumbent’s salary is within the salary range.

Other options to “freezing” a classification’s salary in place until the market catches up are:
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» “Grandfathering” of salary ranges: This means that the salary range for the classification
is adjusted down to what the market numbers are. However, current incumbents would
continue being paid at the current rate of pay (which would put them outside of the new
and adjusted salary range for the class) until they separate from employment with the
County. Any new-hires would be paid within the newly established salary range.

» Single-incumbent classes: If a class only has one incumbent, an option would be to wait
until the person separates from employment with the County and then adjust the salary
range for the class according to the market.

» Recent hires: Some employees who have recently been hired may still be at one of the
lower steps within their current salary range. So, even if the top of their current salary
range is above market, the incumbents are currently still paid below the market maximum
because they are not at the top of their current salary range. In this case, an immediate
salary range adjustment could be made to bring the salary range within the market. This
would bring the affected incumbents either to the top of the market range or very close
to it, but they would not technically be Y-rated or lose any pay.

Another option, of course, is to actually reduce salaries down to the market. However, from an
employee relations perspective this may not be a viable option.

K&A would like to reiterate that this report and the findings are meant to be a tool for the County
to create and implement an equitable compensation plan. Compensation strategies are designed
to attract and retain excellent staff; however, financial realities and the County’s expectations
may also come into play when determining appropriate compensation philosophies and
strategies. The collected data presented herein represents a market survey that will give the
County an instrument to make future compensation decisions.

It has been a pleasure working with the County on this critical project. Please do not hesitate to
contact us if we can provide any additional information or clarification regarding this report.

Respectfully submitted by,
Koff & Associates

Ll

Katie Kaneko
President

20



Total Compensation Study - Final Report
County of Humboldt

Appendix |

Crosswalk Benchmarks




























































Total Compensation Study - Final Report
County of Humboldt

Appendix Il

Results Summary







































Total Compensation Study - Final Report
County of Humboldt

Appendix Il

Market Compensation Findings



Total Compensation Study - Final Report
County of Humboldt

Appendix IV
Proposed Salary Range Schedule





















Total Compensation Study - Final Report
County of Humboldt

Appendix V

Salary Range Placement Recommendations
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ERI Cost of Labor Methodology






The Geographic Assessor & Pay Survey application consists of linear regression analyses programs.
Eight trend lines are created for any area. Local area salary data are compared to the corresponding
national salary by job or job family to create a series of differentials per area. A sample of these
differentials by job or job family is displayed on the Graphs tab. To create a single differential across
jobs (one that can vary by salary level), the average, conditional on salary level, is computed via a simple
linear regression (the regression line is also displayed on the Graphs tab). Since these differentials vary
both by salary and salary structure, a separate regression is performed for each salary structure. The
user only needs to input the salary level for the base location; the program automatically assigns the
structure based on the ranges below and returns the corresponding differential.

Structures
These regression equations are expressed in terms of “structures,” as follows:

Wage Earner Structure Min - 24,000

Low Salary Structure 24,000 -36,000
Mid Salary Structure 36,000 - 48,000
High Salary Structure 48,000 - 72,000
Management Salary Structure 72,000 - 108,000
Executive-1 Structure 108,000 - 144,000
Executive-2 Structure 144,000 - 192,000
Executive-3 Structure 192,000+

The Wage/Salary area structures are the formulae resulting from ERI's regression analyses of all
available data for the area. The program will automatically assign the correct structures by city on the
Two City Comparison table, the Comparison List table, and the Graphs table.

Sources

Data used in the cost-of-labor calculations come from salary survey sources. ERI collects available
salary survey data for jobs and areas; evaluates survey data for validity and reliability; and compiles
mean and median salaries for positions with similar duties, responsibilities, skills, and functions.
Because ERI has decades of experience collecting and evaluating salary data, we have refined methods
for validating both the source data and results.

Selected FAQs

Who uses the Geographic Assessor application and databases? How do they use it and how
should 1?

Companies setting salary structures, who pay different rates in different locations, use it. Branch pay
differentials allow you to take advantage of the differing labor markets to minimize operating costs while
maintaining the ability to attract, retain, and motivate employees in each area. Most often, companies
use the labor cost differentials reported by the Geographic Assessor to make data-based decisions and
manage complexity by adjusting existing structures based on local labor cost differentials or, when the
differentials are sufficiently large, to develop new structures. Companies also use the labor cost
differentials to research general overall labor cost differences associated with opening new branch
offices. In addition to using the Geographic Assessor with salary structures, there are other uses of



In terms of specific users, a number of voluntary subscriber disclosures about reliance on ERI data are
cited in customer testimonials (see http://www.erieri.com/testimonials) and corporate proxies
(http://www.erieri.com/ExecutiveCompensationProxyData) and periodically appear in other authorized
releases or public declarations. While ERI does not release listings of the names of its subscribers ERI
has thousands of subscribers, including the majority of the Fortune 500 and several large government
agencies. Subscribers include corporate compensation, relocation, and human resources specialists,
plus other professionals, as well as independent consultants and counselors, and US and Canadian
public sector administrators (including military, law enforcement, city/county, state/provincial, and federal
government pay administrators).

A quick search of professional compensation forums will often return examples of uses of the
Geographic Assessor in practice, like this anonymous posting:

“In the last 3 organizations where | have worked, we used data from national surveys and applied
geographical differentials to the survey data to create our salary ranges. We considered the
national survey data to be 100%. We would then use the geographical differentials ([+] or -) from
ERI and applied that to the survey data for each of the cities where we had offices.”

Where do the numbers for salaries and wages come from?

Since its founding, ERI's methodology has been designed so as to be a premier provider of quality
information and survey data. All salary surveys sources for jobs have been carefully evaluated for
validity, reliability, and use. Unreliable data sources and questionable data are identified and excluded
from ERI's analysis. Many of ERI's Assessor Series applications (including the Geographic Assessor)
look at trends over time and multiple sources, allowing for a more thorough validation process than could
be established using a single source or at a single point in time.

ERI methodology has evolved over the decades in our pursuit of the highest quality standards in our
expanded offering of products. During this time, ERI has won the patent for online interactive salary
surveys and managed that patented survey for over a decade, built trusting relationships where we
exchange data and products with other survey firms, and contracted for leased proprietary datasets. ERI
has also developed its series of traditional salary surveys to become a leader in both online data
collection and traditional salary survey methodologies.

Where do the numbers for cost of living come from?

ERI collects, compiles, and analyzes data relating to cost of living from available sources and researches
areas which are not commonly surveyed individually. ERI compiles actual housing sales data from
commercially available sources. Gasoline, consumables, medical care premium costs, and effective
income tax rates are also just as accurately collected from authoritative online databases, and ERI
research staff audit these sources with additional detailed study.

Why does the Geographic Assessor's Two City Comparison profile ‘renter only' analyses?

Too many variables affect a home ownership analysis for ERI to make an appropriate set of assumptions
for a cost-of-living comparison based solely on inputted earnings levels. However, the Relocation
Assessor application and databases are designed to allow you to input the many additional variables
(down payment and interest rate information, for example) that affect a home ownership comparison.

Why do the differentials change at different base salary values?

The Geographic Assessor analyses illustrate that salary differentials are not constant for an area. That
is, a single number is not sufficient to describe the relationship between geography and pay across all
salary levels. To account for this variation, the Geographic Assessor uses regression analyses to
report the most accurate differential as salary level changes.

What is the difference between cost-of-living and geographic pay differentials?



A more complete differentiation can be found in Help under Assessor Series FAQ #3, but this question
arises often enough that an abbreviated response should be included here. Put simply, wage and salary
differentials reflect the local demand for and supply of labor, whereas cost of living is dictated by the local
demand for and supply of goods and services. Because different factors affect the supply and demand of
labor than affect the market basket of goods (the basis of cost of living), these two differentials will not, in
most cases, be the same. Research has shown they often do move in the same direction, but not
always. Take the case where there is a net increase in workers due to migration. The increase in labor
supply could put downward pressure on the labor differential while putting upward pressure on housing
costs, thereby increasing cost of living. Even when the differentials are in the same direction, the
magnitudes can be very different. In urban centers, for example, both types of differentials are often
higher; but, since workers can commute from areas with less expensive housing, the COL differentials
tend to be much higher than the labor differentials in these cases.

Besides the underlying difference in the supply and demand, another reason why users focus on cost of
labor differentials is that cost-of-labor differentials often more closely correspond to the labor market
scope of the salary structure. In other words, COL can vary greatly from neighborhood to neighborhood
within the same city, but companies would not restrict the recruitment labor market to a single
neighborhood.

While employees may find it more desirable for their pay to be adjusted for local cost-of-living variances,
this is an extremely unusual practice, and in many cases will not be cost effective for the employer. That
is, in many cases, the employer would be competing against organizations with relatively lower
compensation costs and, thus, be at a competitive disadvantage. Most compensation professionals
agree that, when a company is hiring from the local work force (that is, when no transfer or relocation
occurs), wages and salaries are set according to market pricing of wages and salaries only. In a recent
informal polling of webinar attendees, most used salary differentials when adjusting salary structures,
while a much smaller subset used both types in conjunction (perhaps where required). None used cost
of living exclusively. While the cost-of-labor differentials are best utilized when adjusting pay structures
(as the underlying data are congruent), in practice, there may be other contextual factors such as
compensation philosophy or contractual requirements that need to be considered.

The program allows me to easily compute cross-country comparisons, but are such comparisons
valid?

The cross-country comparisons are statistically valid; however, it is not advisable to take a pay system
from, say, the United States and try to adjust it for a Canadian branch office using the general geographic
differentials because U.S. and Canadian economies value jobs quite differently (as do most international
economies). It is important to review pay by job and job description, rather than by general salary level.
Cross-country comparisons, however, can give some general insight into labor cost differences where
such information may be difficult to obtain otherwise.

Reliability Statistics - A Note for Expert Witnesses

In 1975, the US Congress passed Federal Rule of Evidence 702 so that a threshold standard for the
admission of expert witness testimony might exist in federal courts. Based on the concept that experts
should use methodologies that are “generally accepted” by a discipline's practitioners, the rule states: “If
scientific, technical, or other specialized knowledge will assist the trier of fact to understand the evidence
or to determine a fact in issue, a witness qualified as an expert by knowledge, skill, experience, training,
or education, may testify thereto in the form of an opinion or otherwise.” Following this, the Supreme
Court issued an opinion in Daubert v. Merrill-Dow Pharmaceuticals, 509 U.S. 579, 113 S. Ct. 2786, 125
L.Ed.2d 469 (1993) that has become the standard for the admission of “general acceptance”. In this Case
(which standard is now adopted by federal and most state courts), the admittance of expert witness
testimony and evidence required a two-step analysis: A) Evidence must be relevant, and B) Evidence
must be reliable. The “relevance” is a subjective judgment, but simple logic may be applied (salary survey
data for use in labor cost differentials, proxy compensation data for use in maximum reasonable
compensation cases, etc.) For the latter, “reliability”, the Supreme Court established four separate,
non-exclusive tests: 1) it can be illustrated that the theory or technique can be tested, 2) the data has



been subjected to peer review and publication, 3) there is a known or potential rate of error, and (4) there
a level of general acceptance in that particular discipline's community.

ERI Statement as to the Relevance and Reliability of Data

Relevance is totally determinable by the circumstances and situation presented. ERI provides outsourced
analyses and presentations of salary, executive compensation, benefit, and cost-of-living survey data.
Reliability is described in a four part, non-exclusive summary to match the Daubert challenge:

Testable

To illustrate how the technique can be tested is straightforward. The technique and data sources are
described in this methodology, and replicating the results is a matter of performing similar regressions
through similar salary data. Using smaller data samples will likely give similar, albeit less robust and
comprehensive, results.

Subject to Publication and Peer Review

Assessor Series application databases are published on a quarterly basis. Unique monthly Internet visits
now exceed 500,000 to http://www.erieri.com and related sites, with approximately five million unique
visitors each year. ERI's peers are its competitors, those firms that also provide data analyses to their
clients. Unlike ERI, that solicits an annual subscription, most compensation and benefits consulting firms
charge an hourly rate for their research services. Suffice it to say, all the major consulting firms have
purchased subscriptions so that their consultants could utilize ERI analyses. ERI data are used by these
firms when consulting with their clients.. ERI data and analyzes are under constant review and critique by
its competitors. ERI, unlike these firms, provides no fee-for-service/time consulting.

Known or Potential Rate of Error

Each Assessor Series application database illustrates, via a “Reliability Statistics” link, the beginning of
a statistical overview of ERI data. Statistics are reported as derived from just one survey source for all
salary and compensation presentations (so that copyright restrictions are not violated). ERI accumulates
many survey sources to compile its analyses. Hence the data illustrated may be, in ERI's estimate,
considered to be the highest possible standard error that might exist with each analysis. Assessor
Series application database results are, by logic, more robust than the standard error displayed and
reported.

General Level of Acceptance within the Discipline's Community

ERI has thousands of subscribers, including the majority of the Fortune 500 and several large
government agencies. Many of these organizations are entering their third decade of being subscribers.
ERI exhibits at major tradeshows. ERI data are used as source data by major publications and job
boards. WorldatWork, NASBA, and HRCI accept ERI Distance Learning Center courses for professional
maintenance and recertification continuing education credit. Major US employers rely upon ERI data as
cited in corporate proxy filings (see http://www.erieri.com/ExecutiveCompensationProxyData).

ERI Economic Research Institute is a licensed user of postal code and latitude and longitude data from
the United States Postal Service (USPS). Canadian Postal Codes are adapted from Statistics Canada
Postal Code® Conversion (2013) which is based on data licensed from Canada Post Corporation.
Contains data adapted from Statistics Canada, National Household Survey, 2011. This does not
constitute an endorsement by Statistics Canada of this product. Contains Ordnance Survey data ©
Crown copyright and database right 2017. Contains Royal Mail data © Royal Mail copyright and
database right 2017. Contains National Statistics data © Crown copyright and database right 2017.

ERI Economic Research Institute
111 Academy Drive, Suite 270, Irvine, CA, 92617 USA
Telephone (800) 627-3697
Email info.eri@erieri.com
http://www.erieri.com




Assessor Series application and database access by license agreement only.

Copyright © 1989-2017 ERI Economic Research Institute, Inc.
Patent Nos. 6,862,596 and 7,647,322



Assessor Series FAQ #3
Frequently Asked Questions

QUESTION: What is the difference between cost-of-living and geographic pay
differentials?

Wage and salary differentials reflect the local demand for and supply of labor.
Cost of living is dictated by the local demand for and supply of goods and services.

ERI subscribers may also come across the term "buying power,"” which is the inverse of cost
of living. Cost of living is the cost of purchasing goods and services, as determined by the
demand and supply of goods, services, and property. For example, if the cost of living is
10% higher in an area, the buying power is approximately 10% less in that area.

This demand for and supply of goods and services are defined in terms of the data ERI
surveys for Assessor Series cost-of-living databases. This data is downloaded from existing
sources and includes: rental rates, housing prices, income taxes, property taxes, gasoline
prices, medical costs/services, major retail grocery and drug store prices, etc. Cost-of-living
differentials, as reported by ERI, reflect cost models at different income levels (e.g., an auto
of "x" value driven "x" miles/kilometers, home rental with no mortgage income tax
deductions, home ownership with income tax mortgage deductions, etc.). Local wages and
salaries do not indicate the local cost of living. Cost of living indicates the comparable local

buying power for any given salary.

Most compensation professionals agree that when a company is hiring from the local work
force (that is, when no transfer or relocation occurs), wages and salaries are set according
to market pricing of wages and salaries only. In general, branch pay should be dictated by
market pricing of wage/salary differentials only.

While employees may find it more desirable for their pay to be adjusted for local cost-of-
living variances, this is an extremely unusual practice, and in many cases will not be cost
effective for the employer. That is, in many cases the employer would be competing against
organizations with relatively lower compensation costs and, thus, be at a competitive
disadvantage.

In most cases, cost-of-living is considered only when an employee incurs new expenses due
to an "internal" move from one branch office to another. In this situation, the new salary
would be set according to the destination market (local wage and salary level). Then, any
cost-of-living allowance would be awarded separately from salary and for a finite period of
time.

It is undesirable to build a cost-of-living adjustment into salary, as the integrity of the current
salary administration program will be compromised. For instance, the transfer of personnel
into an office where locally hired employees would be earning lower salaries than the
transferee's "cost-of-living adjusted salary" is an undesirable and avoidable situation. The
transfer of personnel into an area where local competitors' employees would be earning
higher salaries than the transferee's "cost-of-living adjusted salary" is an equally undesirable
and avoidable situation. Better solutions would include the award of a one-time (lump sum)



moving bonus or a gradually decreasing three-year cost-of-living allowance, which is
awarded separately from the new locally adjusted competitive salary. Each organization's
unique situation (tax considerations, cash-flow, etc.) will dictate the best method for handling
cost-of-living allowances.

A random telephone survey by ERI's Director found that only 2% of ERI subscribers pay "the
same for all jobs nationally, but vary levels by the cost of living." All other surveyed
subscribers stated that they ignore cost of living and concentrate on the demand and supply/
local market pricing to administer geographic pay differentials.

Cost of Living v. Market Pay Rates

There are many reasons why employers decide to pay the local market pay rate (what it
takes to attract, retain and motivate a competent worker) instead of paying according to local
costs:

* No two employees have the same living costs. Even if they hold the same job and earn the
same money, their family circumstances and spending practices vary.

» The cost of living depends on family lifestyle and the total budget available from all income
earners in the family. Family expenses differ according to many variables, such as the
number of income earners, the total budget available, size of home, whether renting or
buying, how many dependents, number and value of automobiles, and more. Every cost-
of-living statistical model uses a different standard market basket of goods and services.

* It is quite difficult to come up with only one cost figure that properly fits every employee
lifestyle, but it is quite simple to determine what other employers pay for the job you do.

» Pay is usually set once a year according to local salary levels, corporate pay strategy, and
budget, but costs change constantly. Prices go up and down all the time, and employees
would be quite upset if their wages were cut because the price of bread dropped this
week, for example.

» Companies pay for you to do work, at a competitive rate, rather than give you amounts
based on your expenses. Employers are not even legally allowed to question job
applicants about their family circumstances, so they are not about to set pay according to
your spending pattern.

» People don't usually live where they work. Most employees live in a town where the costs
fit their family budget and where the prices are lowest for their lifestyle. They work where
their employer is located, and that usually is not within walking distance of home. Basing
pay on home location and family expenses would require different pay scales for every
worker and even different rates for the same job done by people in the same community,
if, for example, one was a single renter and the other was a homeowner with five
dependents.

» Relevant living costs are already covered by pay surveys. If wages and salaries are
influenced by living costs, then the competitive market pay surveys reflect those costs. If



you wish to research livings costs, see ERI's Relocation Assessor, which calculates cost-
of-living levels based on earnings level, family size, home size, and automobile usage. The
application reports the cost-of-living differential between a base city and destination city to
determine the amount an employee must earn in the new location to "remain whole" (not
lose buying power).



