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METROPOLITAN KING COUNTY COUNCIL

LABOR, OPERATIONS AND TECHNOLOGY COMMITTEE
STAFF REPORT

AGENDA ITEM:  5
DATE:  November 13, 2002
PROPOSED NO:  2002-0507
PREPARED BY:  Mike Alvine
SUBJECT:  
AN ORDINANCE relating to Section 530 of the King County Charter and adopting classification titles and pay ranges for appointed, career service and civil service positions in the executive branch; temporarily suspending the provisions of K.C.C. 3.15.030; and amending Ordinance 11955, Section 12, as amended, and K.C.C. 2.16.100.
SUMMARY:  
Subject legislation establishes classifications for appointed (exempt from career service) career service, and civil service non-represented employees.  These employees work in the executive branch, including the Department of Assessments and the Sheriff’s Office.  
Background – On November 3, 1992, voters approved Charter Amendment One and Proposition One, merging the Municipality of Metropolitan Seattle and King County.  This set in motion a series of Council and Executive actions that began merging two very different human resource systems.  A few highlights of the legislative and project history are provided below.  A more complete summary can be found in Attachment 3.

· August 23, 1993:  Motion 9106 directed the Executive to prepare a work plan to reconcile salary and benefit differences between the agencies for the executive branch of the newly consolidated government.  

· December 10, 1993:  Motion 9182 established the philosophy that would guide classification and compensation for executive branch employees.  
· January 1, 1994:  The consolidated government began operation under a single legislative authority.  

· June 1994:  Classification/Compensation project began.  Ernst and Young hired to assist in salary survey and developing a new pay plan.

· June 10, 1997:  Motion 10262 outlined the methodology for establishing comparable market wages, and listed the nine public agencies that should be the primary markets for comparison.  This legislation also directed that “…salary ranges should be primarily based on the market.” so that “…compensation falls no more than five percent above or below the market average…”.  

At one point, over 2000 classifications were condensed into 700.  The subject legislation condenses about 1,500 classifications into 600.  Nearly all organized employees have already been allocated to classifications and compensated.  The County is nearing the end of a 10-year process.  The original intent of the project was to normalize salaries of the former Metro agencies and County government.  With the passage of so much time, it is now more about bringing the non-represented employees up to market wages.
What work remains? – In addition to the employees covered in the proposed ordinance, there are still two groups outstanding that need to be classified and compensated.  Information technology employees, who are not currently represented,  (about 250 employees) have requested to organize.  The second group, Technical Employees Association, (about 350 employees) is newly organized in the Wastewater and Transit divisions.  A collective bargaining agreement is being negotiated that will achieve classification and compensation.
Who are non-represented employees? – There are two groups of non-represented employees totaling about 1,150 employees.  The first group includes about 170 appointed (exempt from career service) employees who represent mostly managers (including department directors) and their administrative staff.  The second group consists of about 980 career service and civil service employees who are not represented by a union.  They work in all County departments.  About 573 employees are being placed into classifications that were previously created for represented employees.  The balance, 407 employees, are being allocated to new classifications.  
Managers – A classification and compensation study was completed in October of this year for appointed employees (including department directors) by Johnson HR Consulting Inc.  (Attachment 4 is a summary of the study.)  The key finding of the study was that the top step of career service appointed position salaries was, on average, 15.5 percent below other public sector comparables.  This has several deleterious effects including high turnover and a “compression” of salary ranges.  The consultant made a number of recommendations to rectify the situation, most of which were incorporated into the legislation.  

The consultant’s work is based on a salary survey of the nine regional markets identified in Motion 10262, as well as other west coast communities when there were not sufficient comparables in the regional markets.  Salaries were adjusted to reflect differences in the cost of living.  A total of 35 surveys were used to define 101 job classifications.  For the 101 classifications, 32 were benchmarked and 69 were determined by internal alignment.  
Career Service and Civil Service Non-represented employees – The classification and compensation for these approximately 980 employees is based on a study conducted by the county’s Office of Human Resources, completed in 1997  (Attachment 5 is a copy of the introductory pages of the study.) and updated through a supplemental survey and cost-of-living adjustments.  
The study selected 90 jobs (usually journey level) as benchmarks to define the balance of the 600 new classifications.  The 90 benchmarks help define other jobs through a series alignment process with the related 90 series.  The balance of jobs and series were adjusted through “internal alignments”.  This is done by reviewing Position Description Questionnaires and related information across departments for similar series and classifications.
Issues
· The 1997 survey is very dated.  Efforts were made to update it through a supplemental survey completed in October of this year, and through cost-of-living adjustments.  Forty-two benchmarks were used to update the 1997 survey.  Classifications that rely on this study for compensation should be prioritized to receive the first review in the next market study of salaries due to the paucity of current information.  
· Only 15 percent of the new career service and civil service classifications were benchmarked with 1997 survey data.  All were journey levels within a classification series.  The remaining series and classifications were arrived at through internal alignments which have a more tenuous link to the market.

· The entire Classification and Compensation Project took too long.  The Johnson consulting group recommended doing a comparison every two years.  Motion 10262 calls for non-represented employees to receive market studies of salaries every two to three years.  It may be that the most effective way to achieve this is to add a section to the County code requiring market comparisons every three years or sooner if there is reason to believe the county is out of step with the market.  Conducting market surveys is generally not as problematic for organized employees because of the discipline of having to negotiate contracts every three years.  
· Johnson HR Consulting recommended addressing the compression of management salaries by having fewer ranges and a seven percent gap between ranges.  In their view, it is “not possible to distinguish” a qualitative change between ranges when the corresponding salary difference is only 2.4 percent.  While the Executive agrees with the intent of the recommendation, he felt the matter needed further study before recommending a specific proposal.  
· The Johnson HR Consulting recommendation just mentioned above would appear to raise questions about the entire County classification system that has only 2.4 percent gaps between ranges.  It appears to place managers in the difficult position of having to identify qualitative differences in skills and responsibilities that equate to a 2.4 percent salary difference, no more, no less.  It also suggests that the new career service and civil service classifications would benefit from an outside review.  The review would not only include salary comparisons, but a broader review of compression, range gaps and other issues.
· Headroom – Because non-rep employees are allocated to ranges that are higher than their current ranges, their new top step will be higher.  This phenomenon is commonly referred to as “headroom”.  Headroom creates a financial bow wave in future years.  Council staff has requested that the Budget Office estimate the total bow wave of the legislation.
Amendment – The original Attachment A to the ordinance included a list of classifications and ranges that have already been adopted by Council as well as the new classifications.  It should have only included the new classifications.  An amendment has been prepared that includes only the new classifications and ranges.

Fiscal Note – The fiscal note identifies the 2003 costs at $2,267,774; the estimated ’04 costs are $2,313,129; ’05 estimated costs are $2,359,392.  The fiscal note does not include costs for compensation of appointed classifications.  These costs are in the $300,000 range and the Executive anticipates they can be absorbed in the proposed 2003 budget.
Funding Sources for Contract – The following table summarizes the funding sources required to implement this legislation. 

	Fund Source
	Amount
	Percent of Total

	Current Expense
	392,303
	17.3

	Non-CX funds
	1,875,471
	82.7

	Total for 2003 
	$2,267,774
	100


ATTENDING:  
Anita Whitfield, Manager, Human Resources Division, DES
Karleen Sakumoto, Acting Project Manager, Class Comp Project, DES
Steve Call, Director, Budget Office  

Terri Flaherty, Senior Policy Analyst, Budget Office

ATTACHMENTS:  
1. Proposed Ordinance 2002-0507 with attachments

2. Fiscal Note

3. Class Comp Project History and Milestones

4. Summary of Johnson HR Consulting Inc. management compensation study
5. Introduction of Master Salary Survey Data by OHRM

6. Amendment 1 – List of classifications and ranges dated November 12, 2002

7. Transmittal letter dated October 15, 2002
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