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PREFACE
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This study of salaries and wages paid to employees of Minnesota’s local governments has
been prepared by the Office of the State Auditor as mandated by Laws of Minnesota (1991),
Chapter 345, Article I, Section 20, Subdivision 4. In pertinent part, the mandate requires:

By February 1, 1992, the state auditor, with the coopération of the
commissioner of employee relations, shall report to the legislature on the
salaries of the positions subject to the political subdivision salary limit in
Minnesota Statutes, section 43A.17, subdivision 9. This report shall included
analysis of total salaries, highest salaries, comparisons with other states and
public and private sectors, and any other information the state auditor considers
appropriate regarding salaries and other potential efficiencies and cost savings
in political subdivisions. Political subdivisions shall cooperate with the state
auditor in providing the information necessary for this report.

This Report is the culmination of seven months of extensive data collection, research and
analysis of Minnesota’s local government salaries. The report was prepared by the Research
and Information Division of the Office of the State Auditor. The division is headed by Mr. Jim
Gelbmann, Assistant State Auditor for Research and Information. The study, and preparation
of the Report to the Legislature, was directed by Ms. Dorothy Bliss, Director of Research. Mr.
John Jernberg and Mr. Dan Medenblick conducted much of the research for this study and
assisted in drafting the report. Assistance was also provided by Mr. Robert Paolina.

The Office of the State Auditor could not have completed this project without the
assistance of Commissioner Linda Barton of the Minnesota Department of Employee Relations
and her staff, Ms. Jan Wiessner, Assistant to the Commissioner, Mr. Jim Lee, Director of
Compensation, and Ms. Liz Koncker, Personnel Representative. The Commissioner and her
staff assisted our Office in designing the methodology for the study, as well as providing insight
on a number of issues related to public employee compensation.

The Office of the State Auditor also extends its appreciation to Commissioner R. Jane
Brown and the staff of the Minnesota Department of Jobs and Training. Commissioner Brown
made available data on Minnesota’s private sector salaries and wages collected through the 1990
Annual Salary Survey conducted by the Department of Jobs and Training. This data base was
a key component of our analyses of local government salaries.

The Office of the State Auditor would also like to thank the Association of Minnesota
Counties, the Minnesota School Boards Association, the League of Minnesota Cities and the
dozens of local government officials who provided input for our study. These individuals
provided us with technical assistance to facilitate our analysis of the wage and salary data. They




also responded to our inquiries as we sorted through the many issues related to the wage and
salary comparisons. The associations designated individuals to serve on an advisory council
established by our Office for this study. (The membership of the Advisory Council, in addition
to the over 50 individuals who took the time to provide input into the many issues addressed by
this study, are identified in Appendix A.)

Finally, we would like to extend our most sincere appreciation to the hundreds of local
government officials who took the time to complete our surveys and respond to our requests for
clarification of the information provided.

This Report is hereby respectfully submitted to the Minnesota Legislature in compliance
with Laws of Minnesota (1991), Chapter 345, Article 1, Section 20, Subdivision 4.

Mark B. Dayton
State Auditor-

March 1992
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EXECUTIVE SUMMARY

During the 1991 Minnesota legislative session, an article in the St. Paul Pioneer Press
on local government salaries caught the Legislature’s attention. The article focused on the
number of St. Paul city employees earning over $50,000 per year. It generated so much concern
that the Legislature considered language freezing non-represented local government employee
salaries. One proposal froze all salaries over $50,000; another went even further and froze those
salaries above $35,000. In conference committee the language freezing salaries was omitted.
In its stead, the Office of the State Auditor was directed to do a study of local government
salaries.

To do this study, we looked both at groups of employees earning over and those earning
less than $50,000 per year. For employees earning over $50,000, we conducted a survey of
over 650 cities, counties, school districts and special services districts with at least one employee
earning more than $50,000. For employees earning less than $50,000, we relied on data from
several local government surveys. We compared this local government data to salary data for
similar private sector occupations.

SUMMARY OF FINDINGS
Employees Earning Over $50,000

In our research we found that as of June 30, 1991, over 4,800 local government

employees earn more than $50,000 per year. Based on the Census Bureau’s 1989 count of
137,071 full-time local government employees statewide, this means that approximately 3.5
percent of all full-time Minnesota local government employees earn over $50,000 annually.
Five percent of Minnesota state government employees earn over $50,000. For all employees
in Minnesota, in both the public and private sectors, six percent earned over $50,000 per year
in 1990 (CPS data).

Almost 70 percent of the local government employees earning over $50,000 are in
administrative, managerial, or supervisory positions. Other positions paying at that level are
highly trained professionals, such as attorneys or engineers. In addition, a significant proportion
of city employees (26 percent) paid over $50,000 are police and fire personnel.

Insufficient data made it impossible to compare every position earning over $50,000 with
similar positions in the private sector. Where comparisons are possible, however, we find that
most local government professionals make wages comparable to their private sector
counterparts. Some occupations, such as social worker or librarian, eam more in local
government. Others, such as attorneys, engineers, and accountants, may be able to earn more
in the private sector. :
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One area in which the private sector clearly pays more than the public sector for
comparable positions is in senior management. We compared the salaries of a limited number
of top metropolitan local government managers (i.e., county administrators, executive directors,
and mayors) to the salaries paid to senior executives in selected Minnesota corporations. (See
Table C-1 on page 65.) These comparisons show that private sector senior executives earn
several times more than comparable top executives in local government.

We were not able to make similar comparisons for lower-level managers or for the
administrators of medium to small local jurisdictions. The responsibilities of administrators,
managers and supervisors in both the public and private sectors can vary widely. More focused
research would be needed to make adequate public-private comparisons for these jobs.

Local Government Executives - National Comparisons

The International City Management Association publishes annual comparisons of the
average salaries of local government executives (e.g., city managers, county administrators,
finance directors, police chiefs) for all states. Our review of Minnesota’s local government
executive salaries for 1990, relative to other states, found that Minnesota ranks from fifteenth
for the average salaries of assistant managers, to seventh for the average salaries of parks and
recreation directors. The Bureau of Labor Statistics (1990) reports that Minnesota ranks
fourteenth among the states for average salaries of all public and private sector employees.
Minnesota’s national rankings for local government executive salaries, therefore, are
comparable to its national rank for overall salaries.

Employees Earning Less Than $50,000

When we looked at local government employees earning less than $50,000, we found that
the lesser-paid employees of local governments tend to earn more than their private sector
counterparts. Our comparison of benchmark occupations indicates that local government
salaries for a number of jobs seldom fell behind the private sector average. Metropolitan area
jurisdictions, especially, generally out-paced the wages of the private sector.

Significant Disparities in Local Government Salary Structures

In addition to wages, we examined the salary structures of local government jurisdictions
by comparing the percent of full-time employees paid over $50,000 between cities, counties and
school districts of similar characteristics. We found that metropolitan area cities have the
greatest disparities in their salary structures, ranging from no employees paid over $50,000, to
10.48 percent of the employees of the City of St. Paul eamning over $50,000. Greater Minnesota
city salary structures range from no employees eamning over $50,000 to 6.1 percent of
Rochester’s work force eaming more than $50,000 per year.
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All metropolitan area counties pay some employees over $50,000. Carver County pays
3.5 percent of its work force over $50,000, while Ramsey County pays 10.53 percent of its
employees over $50,000. Greater Minnesota counties appear to have the most uniform salary
structures, ranging from no employees earning over $50,000 in 37 counties, to 2.7 percent of
Sherburne County employees earning over $50,000.

All metropolitan area school districts employ at least one person at $50,000 per year or
more. Their salary structures range from one percent in the Norwood school district to eight
percent in North St. Paul. At least 187 Greater Minnesota school districts employ one or more
individuals at salary levels of $50,000 or greater. Their salary structures range from less than
one percent of employees over $50,000 to seven percent of employees earning over $50,000 in
the Kenyon school district.

The results of this analysis show a general lack of consistency in salary structures
for cities and school districts. For example, the results of Table 3 on page 16 show that there
is no apparent relationship between city size, expenditures, and the salary paid to the city
manager. Table 4 on page 19 reveals that some large cities pay a smaller proportion of their
full-time employees more than $50,000 than do other, smaller cities. This discrepancy is also
true for school districts, and the salaries paid to school superintendents (see Table C-2 on page
70). Counties, on the other hand, seem to follow a more consistent pattern: larger counties
usually pay higher salaries than smaller counties.

Public Employee Unions Impact Salaries

Part of our survey research involved asking whether a position was represented by a
bargaining unit. We found that almost 85 percent of employees earning over $50,000 in the
City of St. Paul are represented by a union. Over half of the City of Minneapolis’ employees
at that level are represented. Nearly a third of Hennepin and Ramsey county employees over
$50,000, and over 40 percent of high-paid school district employees are organized. The levels
of unionization in the suburban metropolitan area, and in Greater Minnesota, are much less.

Levels of unionization are clearly related to salary levels. A study by the National
Conference of State Legislatures found that the states with the highest average earnings for state
and local employees also are highly unionized; the states with the lowest average earnings have
low unionization.

" Benefits Range From Good to Excellent

After analyzing local government employee salaries, we opted to review employee benefit
packages as well. We found evidence of good, and often excellent fringe benefits. For
example, 14 percent of private sector employees receive over 25 days of paid vacation per year,
regardless of their length of service. In contrast, almost 28 percent of Greater Minnesota




cities over 2,500 offer more than 25 paid vacation days per year, after 15 to 30 years of
service. One bargaining unit in the City of Mountain Iron receives 40 days of paid vacation
(eight weeks) after 25 years of service.

Another area where the public sector benefits clearly exceed private sector levels is in
paid holidays. Only 28 percent of the full-time employees in the private sector receive more
than ten paid holidays; in contrast, 76 percent of the Minnesota cities and counties in our
sample provide more than 10 paid holidays.’

In the area of sick leave and health insurance, local government employees also fare
better than the private sector. Many private sector employees have a limited number of days
to use for sick leave each year, while local government employees may carry sick leave accruals
over from one year to the next. Virtually all local governments in our study offer some level
of health coverage. For counties and non-metropolitan cities over 2,500, about 78 percent pay
the full premium for single coverage. For metropolitan cities over 2,500, 93 percent pay the
full premium for single coverage. Many private sector employers offer health insurance, but
only 48 percent of workers have the full cost of coverage paid for by their employers.

The combined effects of good pay and great benefits means that local government
employees overall fare better than their private sector counterparts.

THE NEED FOR COMMON GOALS TO ACHIEVE COST CONTAINMENT

Our findings indicate there is sufficient reason for concern about the salaries and benefits
being provided for many local government employees. For cities over 2,500, salaries and
benefits comprise approximately 54 percent of total city expenditures. For Minnesota
counties, salaries and fringe benefits account for approximately 38 percent of total
expenditures. (The lower county percentage is a result of the large amounts counties spend on
payments to individuals for various public assistance programs.) Efforts to contain local
government costs cannot ignore areas of overly generous employee compensation.

A number of different groups are involved in, or affected by, the salary setting process.
To address the friction inherent in efforts to contain local government spending through controls
on local government salary levels, and the desire of local governments for autonomy in salary
decisions, we considered both the spoken and implied goals of each of these groups. They
include: the Legislature; local governments; unions; both public and private sector employees;
private sector employers; and the taxpayers of Minnesota. The principal goals of these groups
are:

*Ten paid holidays are mandated by state law (MN Statutes 645.44, Subd. 5).
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1) maintain or improve service quality;

2) cut the costs of doing business, or keep costs low;
3) keep taxes, individual and corporate, from rising;
4) improve working and employment conditions; and
5) control government spending.

Many of these goals are shared by more than one of the parties listed above. These goals
also reflect the tension between the forces for saving and those for spending. Our most
important finding in this exercise, however, is that one important group may not share the goal
of reducing government costs, particularly if it affects wages. Public employee unions rightfully
exist for the purpose of protecting and enhancing workers’ rights, wages, and benefits. They
share no responsibility for reducing public spending. Because of their size, and therefore
influence in the public sector, they are an important counterweight on the drive to control costs.

Public employee unions representing essential employees (e.g., fire, police) have a unique
influence on local government salaries. If a local government and an essential employee
bargaining unit are unable to negotiate a contract, the matter goes to arbitration. In arbitration,
a neutral third party is chosen to decide the contested issues. The decision of the arbitrator is
binding on both employer and union. The effect of the binding arbitration process is to place
decisions about salary levels in the hands of individuals with no direct accountability to local
taxpayers.

Because of their size and influence, unions have another effect on the salary setting
process. State and local elected officials are reluctant to conflict with employee unions, which
wield considerable political clout. For example, the Minnesota Senate last year approved a
proposal to freeze local government salaries over $50,000 -- but only for non-represented
employees.

Locally elected officials also may have difficulty challenging the salary requests of public
employee unions. Public employee unions can be a significant factor in the outcome of local
elections because of their ability to turn members out to vote, combined with the relatively low
general voter turnouts for local elections. Elected officials need the direct involvement and
cooperation of public employee unions if local government salary levels are to be addressed.

It may also be in the best interest of public employee unions to become involved in
attempts to balance local government salaries with those in the private sector. Failure to address
excessive disparities in local government and private sector salary structures where they exist
will breed increasing levels of taxpayer discontent. Minnesota taxpayers may opt to register
their discontent at the ballot box. Forcing government cost containment through the election of
candidates committed solely to reducing government spending could result in significant public
sector employee layoffs and critical reductions in public services.
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THE EFFECT OF STATE POLICIES

The statute creating this study directs the State Auditor’s Office to compare local
government salaries with the private sector. The Legislature has directly indicated, however,
through policies enacted in statute, that there are at least two areas where they clearly do not
want public sector salaries to mirror private sector salaries. The first is in traditionally female-
dominated job classes. Through passage of landmark pay equity laws in 1983 and 1984, the
Legislature made it clear that their goal is to correct market-based inequities in pay between
male-dominated and female-dominated jobs of comparable worth. As the policy succeeds, the
expected result is to find an increase in the difference between private sector and public sector
pay for the affected occupations.

The second area where public sector salaries differ from the private sector by design is
in top-level public sector jobs. The legislatively mandated salary cap for public employees of
95 percent of the governor’s salary indicates the Legislature’s belief that no public employee
should aspire to earn more than the highest-ranking public employee. While exceptions to this
rule are made for physicians, the Minnesota Legislature has effectively sent the message that
employment in the public sector is in large measure service, and that there is a reasonable limit
to what public servants can expect to be paid.

SUMMARY OF CONCLUSIONS

Based on the findings of this study, we draw these main conclusions:

1) Local government employees overall are adequately, and often amply
compensated relative to the private sector as a whole.

The fact that local government employees fare well in a comparison of average salaries
with the private sector does not mean, however, that every local government employee is
overpaid. Nor do we conclude that most local government employees earning over $50,000 are
overpaid. In fact, we found no reason to focus concern about salary levels only on employees
earning over $50,000 per year. If over-compensation of public sector employees is suspected,
it should be investigated on a jurisdiction by jurisdiction, job class by job class basis. This
applies to the examination of overgenerous benefits, as well.

2) The level of unionization among local government employees earning over
$50,000 in the metropolitan area is so high that any blanket approach to
controlling salaries, if it focuses only on non-represented employees, will miss
the mark.
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Despite their concern about local government salaries, the Legislature did not propose
a salary freeze for union members. We heard several times from local government officials that
a selective freeze on only non-represented employees would only provide the necessary
motivation for groups of currently non-represented local government employees to organize
(e.g., department heads and professionals). The only group of employees left unorganized in
the metropolitan area could eventually be those statutorily prohibited from doing so.

3) The apparent lack of consistency in salary structures for Minnesota cities and
school districts points to the need for greater understanding of the factors
influencing salary levels, and the need for more accountability to the
taxpayers in those areas.

The findings relative to salary structures for all jurisdictions are preliminary. We have
made this conclusion based on our comparison of the percent of employees paid over $50,000,
local government size, population, and fiscal capacity. We found a fairly consistent salary
pattern for counties: larger counties tended to have a larger percentage employees paid over
$50,000. When we compared cities of similar size, however, some had many more employees
paid over $50,000 than others. The numbers and salaries of full-time and part-time employees
also varied quite dramatically for cities of similar size. The percent of employees paid over
$50,000 also did not appear to be related to the total number of pupils in a school district.

We do not lsmow every reason for this variation in the number and percent of high-paid
staff. However, state and local officials, and Minnesota taxpayers, should take note of these
differences and determine if the salary structures of individual jurisdictions are appropriate.

4) The extent of health and pension coverage offered by local governments is
commendable, as it meets the goals of social policies. Local government
employee paid leave benefits for some jurisdictions, however, are extremely
high compared to those offered in the private sector.

Local government fringe benefits vary somewhat between jurisdictions and bargaining
units, but are uniformly generous. Health and pension benefits help to meet the goals of
government, by taking care of employees who need assistance in illness or advanced age.
Overly generous paid leave compared to the private sector, however, only contributes to the
public impression of inefficiency and wastefulness in government. These disparities need to be
addressed and analyzed in relation to other factors in public employee compensation.

S) To be successful in keeping public sector salaries in line with private sector
salaries, some means must be found to encourage public employee unions,
especially those of essential employees, to share the goal of government cost
containment.
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For unions, increasing constraints on spending in the public sector have already created
some difficulty. Fringe benefits, such as health insurance, while generous in the public sector
compared to the private sector, have been affected. Unions are feeling the pressure of trying
to maintain the status quo.

Nonetheless, public employee unions may need to adjust their responsibilities toward
members. "Good" might no longer be defined as across-the-board annual increases in wages
above the cost of living. Instead, more compensation might be given according to individual
performance and productivity. Opportunities for merit pay could be increased, with unions
ensuring that the measures of performance are clear, consistent, fair, and equitably applied. All
employees should have the opportunity to excel. Unions would have to be willing to allow
members to shoulder the responsibility for turning in a job performance that merits an increase
in pay -- and be willing likewise to allow some members not to receive an increase.

SUMMARY OF RECOMMENDATIONS
1) Affirm the salary cap and pay equity laws.

Both the statutory salary cap and the pay equity requirements are repeatedly raised as
significant issues by representatives of local government, although neither of these two policies
have anywhere near the effect on local government salaries as do public employee unions.

The salary cap has been reached by only two local government employees, indicating that
at its current level it is not a problem for most local governments. This statute prohibiting
public sector employees from earning more than 95 percent of the Governor’s salary is one of
the few checks the Legislature has successfully placed on the growth of local government
salaries, and should be retained.

The Department of Employee Relations reports that the average cost of implementing pay
equity for local governments is about two percent of payroll, although this percentage may vary
considerably from jurisdiction to jurisdiction. This policy plays an important role in defining
the nature of public employment, and should not only stay in place but be reaffirmed.

2) Do not impose a blanket freeze on local government salaries at any level.

‘ There are many factors to consider when trying to discover if local government
employees are overpaid. These include the population served, number of people supervised, size
of budget, and other individual responsibilities. When public sector employees are generously
compensated compared to their private sector counterparts, there may be rational and justifiable
explanations for the differences. The mere existence of differences in public and private sector
salaries does not necessarily reflect capricious overcompensation on the part of local




governments. The possible factors should be considered, and instances of overcompensation
investigated on a regional and job class basis.

3) Require local governments to report periodically on their overall salary
structures to the Legislature and to local taxpayers.

Though we found that many local government employees, especially highly trained
professionals, are paid salaries comparable to those found in the private sector, and that senior
executives are sometimes paid less, we could not ignore the fact that some local government
employees are overpaid relative to the private sector. Local governments should be allowed
considerable discretion in establishing salary policies. But it is reasonable to expect that there
should be some relationship between salary levels and other factors, such as the quality of
services provided. At a minimum, there should be public accountability in local salaries.

Local government salary data is public information and is available upon request. Many
local governments report salary information annually. This information, however, is not always
readily available or understandable to the general public. Overall local government salary
structure information should be periodically provided to the Legislature and to local taxpayers.
Comparisons of salary structures between similar units of government will make it possible to
identify areas of overcompensation that are not caused by the implementation of state policies.
Such information will allow local taxpayers to determine if the salaries of their local government
employees are comparable to the salaries paid by other local governments with similar
characteristics.

4) Institute reasonable limits on paid leaves for local government employees.

Benefits for local government employees are even more generous, compared to the
private sector, than salaries. Fringe benefits levels in local governments are almost always
above the private sector average. This is especially true in the area of paid leaves: vacation
days, holiday, and sick leave. Because these policies essentially pay employees for not working,
local governments need to take steps wherever possible to correct excessive leave policies,
including accruals.

S) Ensure that all employers offer adequate health and pension benefits.

A significant portion of the cost of inadequate health and pension benefits for working
Minnesotans is clearly borne by the State. While the provision of generous health and pension
benefits is another factor setting local government employment apart from the private sector,
these benefit levels may be viewed as fulfilling the Legislature’s policy goals. Rather than
reduce these benefits to private sector levels, private sector employers should be encouraged,
if not required, to offer adequate health and pension benefits to their employees.
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6) Develop incentives for public employee unions to participate in cost-
containment efforts.

The issue of union settlements was pervasive throughout our discussions with local
government representatives. Part of the issue of high union salaries is historical: earlier
generous settlements continue to carry the whole structure forward at a higher level. Another
part of the problem is that the binding arbitration process does not have to take costs into
account. Public employees are organized to a much greater degree than private sector
employees, and even more are poised to organize if a salary freeze is imposed. Solutions to
high salary costs for local government will not work unless unions participate. Unions need to
recognize that it is in the long-term interests of their members to share in efforts to contain the
costs of government.

DIRECTIONS FOR FUTURE STUDY

The issues of salaries and occupations are immensely complex. We have given an
overview, with specific focus on local government salaries over $50,000. But the possibilities
for analysis are endless. This is in part because salaries are a moving target: always changing.
It is also because every job is to some degree as unique as the individual that holds it. Future
studies of local government salaries could take several directions: comparisons of specific local
government jobs to similar private sector occupations; comprehensive data collection on a few
benchmark occupations for all local units of government and a private sector sample; or an
analysis of the relationship between government organization structures and salary levels. The
goals, or purpose of any such research needs to be clearly spelled out, however, before the
resources to do a study are expended.
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INTRODUCTION

Over the past five years, there have been dozens of articles in Minnesota newspapers
focusing on the salaries paid to Minnesota’s local government employees. Most of these articles
have compared the top salaries of city and county officials in the seven county metropolitan area.
Several of the articles have focused on the pay structure within the City of St. Paul, noting that
the city of St. Paul appears to have a disproportionate number of high-paid employees. It is
unclear whether public concern about local government salaries has triggered the increased
attention of the media, or whether the increased attention of the media has triggered more public
concern about local government salaries. Regardless of the correct cause and effect relationship,
it is clearly apparent that Minnesotans have become more concemed about levels of
compensation provided for public employees.

Concern over local government salaries has spilled over into public policy deliberations
at the Minnesota State Legislature. During the past several sessions of the Legislature, there has
been an increased level of interest in the salaries paid by Minnesota’s local governments.
Numerous proposals have surfaced to establish state-imposed guidelines and constraints on the
salaries paid by local governments. Most of these proposals failed to win legislative approval.
In 1990, however, Legislative interest in local government salaries resulted in a legislatively
mandated study of salaries paid to managerial employees of Minnesota local governments. That
study was completed by the Minnesota Department of Employee Relations and forwarded to the
Legislature in January of 1991.

During the 1991 Legislative Session, budget constraints again focused attention on
salaries paid to public employees. The Economic and State Affairs Division of the Senate
Finance Committee recommended a two-year salary freeze for all state and local government
employees who were earning over $50,000 per year and who were not subject to a collective
bargaining agreement. This recommendation was placed in the Omnibus State Government
Appropriations bill. On the Senate floor, an amendment was adopted that reduced the threshold
for a salary freeze from $50,000 to $35,000 per year.

During the House-Senate Conference Committee on the Omnibus State Government
Appropriations Bill, the conferees discussed the proposed salary freeze for public employees.
Senate conferees noted that there appeared to be increasing public concern over the salaries paid
‘to local government employees. While a salary freeze for all higher-paid local government
employees might not be the appropriate response, the conferees agreed that something should
be done. After considering several options, the conferees decided more data was necessary
before appropriate statewide public policies could be implemented. The final conference Report
on the Omnibus State Government Appropriations bill required the State Auditor to complete a
comprehensive study of local government salaries.
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Issues and Limitations

As we proceeded with our research, we encountered numerous issues that have a direct

effect on local government salaries. Many of these issues significantly increase the complexity
of salary comparisons.

Following is a list of the issues which must be considered when attempting to compare

local government salaries. While many of these issues will be discussed in greater detail in
subsequent sections of this report, we believe it is important for individuals to be aware of these
issues as they review the actual salary comparisons.

(0]

While the Legislature required this study to include comparisons with the private sector,
there are at least two areas where they clearly do not want public sector salaries to be
like private sector salaries. The first is in traditionally female-dominated job classes.
Through passage of landmark pay equity laws in 1983 and 1984, the Legislature has
made it clear that their goal is to correct market-based inequities in pay between male-
dominated and female-dominated jobs of comparable worth. As the policy succeeds, the
expected result is to find an increase in the difference between private sector and public
sector pay for the affected occupations.

The second area where public sector salaries differ from the private sector by design is
in top-level public sector jobs. The legislatively mandated salary cap for public
employees of 95 percent of the governor’s salary indicates the Legislature’s belief that
no public employee should aspire to earn more than the highest-ranking public employee.
While exceptions to this rule are made for physicians, the Minnesota Legislature has
effectively sent the message that employment in the public sector is in large measure
service, and that there is a reasonable limit to what public servants can expect to be paid.

Statewide comparisons of local government salaries can be misleading. The cost of
living differences between the various regions of the state impact the salaries paid to local
government employees.! Cost of living differences are a major factor influencing the
considerably lower salaries paid by local governments in Greater Minnesota. Based on
the findings of a recent study by the Legislative Auditor, a city manager earning $42,000
in a small city in Greater Minnesota has the same purchasing power as a city manager
earning $50,000 in the Twin Cities metropolitan area. Recognizing this issue, we make
separate comparisons for local government salaries in the Twin Cities metropolitan area
and local government salaries in Greater Minnesota.

While it is possible to compare the salaries of specific job titles within separate

1A 1989 study by the Legislative Auditor found that the cost of living in Greater Minnesota is about 11

percent less than the cost of living in the Twin Cities metropolitan area. The cost of living in smaller cities in
Greater Minnesota may be 16 percent lower than the cost of living in the Twin Cities. The cost of living in larger
metropolitan areas in Greater Minnesota may be six percent lower than the cost of living in the Twin Cities.
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organizations, it can not be assumed that those positions require exactly the same level
of skills, abilities and experience, or that the duties of the position are exactly the same.

0 Several job classifications within the public sector are not found in the private sector,
such as police officers, firefighters, or school district superintendents. Comparing the
salaries of these job classifications to the private sector would require a more extensive
analysis of the skills required for each job than we are able to do here.

) An analysis of individual salaries fails to acknowledge possible productivity differentials
between high paid and low paid employees. For example, assume there are two similar
cities, City A and City B. City A has 200 employees and a total payroll of $6 million;
City A has 20 employees earning over $50,000. City B has 150 employees and a total
payroll of $6 million; City B has 50 employees earning over $50,000. If the citizens of
City A and City B are receiving the same level and quality of service, should the citizens
of City B be concerned that their city is paying higher salaries to more of its employees?
Unfortunately, comparing the productivity of Minnesota local governments, while a
worthy endeavor, goes far beyond the scope of this study and the resources that were
allocated for it.

Our analysis of salaries is in two parts. The first part compares the job categories and
actual salaries of those local government employees earning over $50,000 per year to similar
job categories in the private sector. Since there are over 120,000 local government employees,
we could not hope to survey all local government jobs for analysis in this study. We therefore
focused our primary data collection on those earning over $50,000.

The second part of the analysis looks at occupations usually earning less than $50,000
per year. For this part we rely on existing data bases compiled by local government
associations. The majority of these surveys focus on the salaries of selected job classifications,
rather than providing comprehensive data on all salaries. Several of these surveys also use
salary ranges for the specific job classifications and do not give the distribution of salaries
within the ranges.

For comparison with the private sector we use data supplied by the Minnesota
Department of Jobs and Training. This data base, while quite extensive, has only a very general
classification for salaries of general managers and chief administrative personnel. Other
classifications were difficult to match by job title with our data on local government employees.
Nonetheless we are able to make a number of specific and general comparisons.

In addition to the analysis of salaries, we compare the benefits of local government and
private sector employees. The private sector data we were able to obtain for Minnesota
companies is limited, but where it is lacking we are able to make national comparisons.

More information on the methodology and data bases used in this study is available in
Appendix B on page 59.




ORGANIZATION

This report contains five main sections.

Section I reviews the findings of the State Auditor’s salary survey. It identifies how
many local government employees earn over $50,000, what positions they occupy, and the
percentage of employees within each jurisdiction who earn more than $50,000 annually. In this
Section we compare local government salaries for individuals eamning over $50,000 to private
sector and to state jobs with the same job title.

Section IT looks at a set of ten "benchmark" occupations, using the data available from
the existing local government association reports. The purpose of this section is to provide a
limited analysis of local government salaries under $50,000, including a comparison to private
sector salaries, and salaries paid to state employees, for similar positions.

Section III provides a limited analysis of employee benefits in the public sector. The
area of benefits is particularly key to a comparison of occupational compensation between the
public and private sectors. In-depth analysis of this area would require more time and resources;
however, since employee benefits are a key component of overall employee compensation
packages, we have provided some summary employee benefit information. This summary
information includes a comparison of benefits offered by a number of local governments with
those offered by private sector employers.

Section IV identifies a number of issues which are directly related to local government
employee salaries. As noted earlier, our research methodology included a number of meetings
with local government representatives. These meetings enabled us to better understand the
complex factors affecting local government salaries. We also provided opportunity for written
comments on the survey forms. In response, many issues were raised, all related in one way
or another to local government salaries. Four issues, in particular, were repeatedly noted in
conversations and correspondence: 1) unionization and the effect of binding arbitration on a -
jurisdiction’s ability to determine salaries; 2) pay equity/comparable worth requirements; 3)
market forces and competition for employees; and 4) the statutory salary cap and salary
compression. Section IV of this report is dedicated to untangling the relationships of these issues
to local government salaries.

Section V identifies our overall findings and conclusions relative to local government
salaries and proposes a number of recommendations which will help state and local policy
makers address public concern over the level of compensation paid to local government
employees.



SECTION I:
LOCAL GOVERNMENT SALARIES
EXCEEDING $50,000 PER YEAR

This section of the report focuses on the local governments that are paying one or more
employees a base salary over $50,000 annually. The first part of this section identifies the local
government job classifications of the employees who are eamning over $50,000 annually. The
second part of this section identifies the average salaries in the private sector for the job
classifications similar to local government employees who are earning over $50,000. The third
part of this section compares statewide average salaries for local government executives to their
counterparts in the other 49 states. The fourth and final part of this section examines the percent
of local government employees earning over $50,000 for each reporting jurisdiction.

MINNESOTA LOCAL GOVERNMENTS:
EMPLOYEES EARNING OVER $50,000 PER YEAR

Research Question:
Which local government occupations earn the most, and why?

The first question we attempt to answer is this one: just what kinds of jobs are being
paid over $50,000? And are those salaries justified? Clearly, the educational level, skills and
experience required for some jobs, both in the public sector and the private sector, warrant an
annual salary in excess of $50,000.

Therefore, the first step in our analysis of local government employees who earn more
than $50,000 annually is to compare the actual classifications of local government employees
earning over $50,000 to corresponding classifications in the private sector. The information
collected on our local government salary survey enabled us to begin to make those comparisons.

Our survey allowed us to create a comprehensive data base of specific classifications of
local government employees reported to be earning over $50,000 annually. By grouping the
employees earning over $50,000 into appropriate classifications, we were able to begin to assess
if their salaries were out of line with those paid in the private sector. Clearly, not all local
government employees within these classifications are paid over $50,000. We make no attempt,
therefore, to calculate an average salary for each job type. (A more thorough comparison of
average public sector and private sector salaries will be presented in Section II of this report.)




We received data on over 4,800 local government employees eaming more than $50,000
annually. After entering this information into data bases for cities, counties, school districts and
special districts, we assigned a job classification to each position title. The purpose of this step
was to make some sense of the hundreds of position titles we received in the survey.

The local government employees earning over $50,000 annually fall into very similar
classifications for all reporting jurisdictions (a listing of job types follows). Primarily, they are
administrative positions, including top executives, assistant administrators, directors of
departments, managers, principals, coordinators, and supervisors. There are also several
categories of highly-trained and specialized professionals, including attorneys, engineers,
chemists, accountants, nurses, and psychologists. In the larger jurisdictions and special service
districts, some professional positions that often earn less in the private sector have reached the
$50,000-plus threshold, apparently through multiple levels of seniority.

The number of Minnesota city employees earning over $50,000 for the 85 cities reporting
in our survey is 1172. For cities, the following job classifications were reported as earning in
excess of $50,000 annually:

Accountants Division Superintendents
Administrators Engineers

Analysts Finance Directors
Architects Fire Employees
Assessors Fire Chiefs
Assistant Administrators Librarians
Assistant Directors Managers
Attorneys Nurses

Chemists Police Employees
City Managers Police Chiefs
Coordinators Professionals, misc.
City Clerks Specialists
Directors of Departments Supervisors

The number of Minnesota county employees earning more than $50,000 annually for the
49 counties reporting in our survey is 1321. For counties, the following job classifications were
reported as earning in excess of $50,000 annually:

Accountants Engineers
Administrators Finance Directors

- Analysts Librarians

Assessors Managers

Assistant Administrators Nurses

Attorneys Physicians

Auditors Professionals, misc.

Assistant Directors

Psychologists



Controllers

County Administrators
Court Employees
Dentists

Directors

Division Superintendents

Recorders

Sheriffs

Sheriffs’ Employees
Social Workers
Supervisors
Teachers

The number of Minnesota school district employees earning over $50,000 for the 229
independent school districts reporting in our survey is 1757. For school districts, the following
job classifications were reported as earning in excess of $50,000 annually:

Administrators
Administrative Assistants
Assistant Principals
Assistant Directors
Assistant Superintendents
Business Managers
Consultants

Controllers

Coordinators

Counselors

Curriculum Specialists
Directors

Elementary Principals

Junior High Principals
Senior High Principals
Vocational School Principals
Finance Directors
Instructors

Managers

Psychologists

Specialists

Superintendents

Supervisors

Teachers

Technical College Administrators

The number of Minnesota special service district employees earning over $50,000 for the
29 special districts reporting in our survey is 276. For special service districts, the following
job classifications were reported as earning in excess of $50,000 annually:

Accountants
Administrators
Architects

Assistant Administrators
Assistant Directors
Attorneys

Auditors

Controllers

Coordinators

Directors

Division Superintendents
Executive Directors, CEOs, Chairs

Engineers

Chief Financial Officers
Finance Directors
Managers

Nurses

Physicians
Planners
Presidents
Professional, misc.
Supervisors

Vice Presidents




COMPARISONS TO THE PRIVATE SECTOR
Research Question:

How do these local government salaries compare to state salaries and those paid
by private sector employers for similar jobs?

Unfortunately, comparing many of these job classifications to their private sector
counterparts was difficult, and in some cases, impossible. The majority of job classification of
the local government employees eamning over $50,000 annually included senior managers and
administrators. In local government, these job classifications include:

City Managers Supervisors

County Administrators Chiefs

School District Superintendents Superintendents, non-school
Executive Directors, Special Districts Principals

Mayors ("strong") Assistant Superintendents
Directors of Departments Assistant Administrators
Administrators Coordinators

Managers Assistant Principals

Managers and Administrators

Over 3,000, or almost 70 percent, of the local government jobs earning over $50,000 per
year are managers and administrators. This varies by level of jurisdiction: for cities and
counties it is 54 percent; for special districts it is 83 percent; and for school districts it is 92
percent.

In the Department of Jobs and Training private sector data, only one category is available
for comparison with top local government administration, This category, "General Managers
and Top Executives," is defined as follows:

Both top and mid-level managers whose duties and responsibilities are too diverse
and general in nature to be classified in any functional or line area of
management and administration.

The salary for this occupational category, calculated on an annual basis for 1991, ranges
from a low of $9,388 per year to a high of $561,653 per year. Clearly, this is a catch-all
category that is difficult to compare to the local government data. This is the case whether
comparing top or middle level managers and administrators. Given the general nature of the job
description, we have no way to identify the specific tasks of the job or differences in job
responsibilities.



The comparison of local government top administration to the private sector, because of
this limitation, is difficult. The extremely broad salary range of the DJT category for chief
executives indicates that this category may include low-paid managers with minimal levels of
general responsibility, as well as CEOs of large corporations. The data privacy conditions
governing the Department of Jobs and Training salary survey, and the limitations of that
research, prevent us from knowing any more specific information about a particular organization
than the number of employees it has and the general industry to which it belongs. It does not
permit us to select any one organization for comparison to local governments in terms of fiscal
capacity, responsibilities of the manger, or number of employees supervised.

Several other managerial occupational classifications are available in the DJT data. These
include financial managers, purchasing managers, marketing managers, property and real estate
managers, and industrial production managers. However, the assumptions we would have to
make to try to compare these classifications with local government jobs would be uncomfortably
broad. This is in part because managerial jobs, as contrasted with specific professional
occupations, are more likely to vary widely in scope and responsibilities, regardless of title.
Conclusions from comparisons based on administrative job titles alone would not be valid.

To compensate for the lack of detail in the DJT data, we compared our data to the
information collected by the Star Tribune on the 1989 salaries of top executives in the Upper
Midwest. We categorized this information according to the total revenues of the corporations
surveyed, and compared it to local governments with similar levels of revenue (1989). The
survey only encompasses corporations with more than $100 million in revenues. Salaries include
those for the chief executive officer, president and chair. Detailed tables containing this
information may be found in Appendix C on page 65.

For 13 private sector companies with between $100 and $200 million in revenues, the
salaries of chief executives vary from $151,518 to $985,209. The local governments which have
revenues between $100 to $200 million are Anoka, Washington, Dakota, and St. Louis counties;
and the city of Duluth. The Anoka County Administrator earns $88,889, and the highest salary
in those jurisdictions is paid to the Anoka County Attorney -- $89,788.

Five private sector companies in the survey have annual revenues of between $300 and
$400 million. This compares to the City of St. Paul, with $355.3 million in 1989 revenues.
The salaries of the chief executives for these companies range from $319,533 to $548,460. The
chief executive of St. Paul, the mayor, eamns $71,607. St. Paul’s highest paid official is the
General Manager of Water, at $86,006.2

In six private sector corporations with $400 to $600 million in annual revenues, executive
salaries range from $343,159 to $700,107. This size company compares to Ramsey County,
with revenues of $474 million, and the City of Minneapolis, with $578 million. The Ramsey

“This position is multi-jurisdictional and provides water services to several municipalities around St. Paul.
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County Executive Director earns $93,456; the top earning Ramsey County official is the Ramsey
County Attorney, earning $94,377. In Minneapolis, the top salary of $86,500 goes to the City
Coordinator.

The executive salaries of the six private companies with $600 to $900 million in revenues
range from $404,629 to $1,342,774. These companies compare in revenues to Hennepin
County, with $702 million. The Hennepin County Administrator earns $99,195, and is the
highest paid local government administrator apart from one special district executive and three
school superintendents. The most any local government official can earn is $103,600.

Revenues for the State of Minnesota were $10.5 billion in 1989. The governor’s salary
is currently set at $109,056. This amount contrasts dramatically with the $905,479 to $1.5
million annual salaries of the chief executive officers of three private sector corporations with
$10 to $14 billion in revenues. |

While this comparison of chief executives is useful for putting the top salaries of the
largest local governments in perspective, it does not provide the necessary information for
comparing lower level local government administrators and managers with their private sector
counterparts. The responsibilities of administrators, managers and supervisors in both the public
and private sectors can vary widely. Meaningful comparisons between local government
managers and administrators and the private sector would require a significant research effort.
Job descriptions would need to be developed that capture the unique range of responsibilities of
local government officials. Private sector occupations with similar responsibilities would have
to be found and surveyed. Comparisons could only be made between organizations of similar
size, with similar total budgets, employees and customer base. Without these kind of controlled
comparisons, further conclusions about general administrative and managerial pay in the public
sector must remain at best tentative.

Non-Managerial And Non-Administrative Classifications

While most local government jobs eaming over $50,000 annually are managerial and
administrative, other classifications of local government employees also showed up in our survey
of local government employees earning over $50,000 annually. Over 1,300 of the position titles
reported to us in our survey were for other classifications of occupations, primarily high-level
professionals.

Once again, we recognize that some of these job classifications, such as police and fire
personnel and school district specialists, are unique to the public sector and defy attempts to
identify appropriate private sector counterparts. However, we are able to identify a number of
non-managerial, non-administrative classifications that appeared to have appropriate private
sector counterparts.
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Assuming that the job titles within the public sector and the private sector indicate similar
requirements relative to educational background, skills, responsibilities and experience, we are
able to compare the salaries of specific local government job classifications to the Department
of Jobs and Training private sector data. We chose the following set of local government job
classifications for the comparisons:

Attorneys Librarians Chemists
Accountants EDP Systems Analysts Psychologists
Social Workers Engineers

We chose these titles because the types of jobs they represent are professional, with
specific training requirements necessary to gain the title. Most of the local government
employees within these classifications who earn more than $50,000 are located in the seven-
county metropolitan area. To provide for more accurate comparisons, we used only the Twin
Cities metropolitan data within the Department of Jobs and Training private sector data base.

Table 1 summarizes the results of our comparisons of the top paid local government
employees to the top pay levels of their private sector counterparts.

By definition, Table 1 lists the highest paid local government employee within each
classification. The limitations of our data base makes it impossible for us to calculate the
average local government salaries for these classifications, since we have no data for local
government employees within these classifications who earn less than $50,000 per year. When
making comparisons to the private sector, we assume it would be reasonable for the highest paid
local government employee within each classification to earn near the top of the private sector
pay scale for that classification.
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TABLE 1:

PUBLIC AND PRIVATE SECTOR COMPARISONS --
HIGHEST PAY FOR SELECTED OCCUPATIONS

Job Classification Highest Salaries Highest Salaries 95th Percentile of
Paid to Local Paid to Private Private Sector
Government Sector Employees Employees Within
Employees Within | Within Classification*
Classification Classification®

Attorneys - $ 94,377 $ 388,208 $ 161,689

Accountants 60,834 133,578 51,787

Social Workers 55,092 51,917 36,981

Librarians 62,582 51,311 43,754

EDP Systems

Analysts 55,362 97,820 53,362

Civil Engineers 84,996 97,344 57,163

Chemists 51,548 102,860 76,988

Psychologists® 64,667 56,243 51,874

Sources: OSA Survey

Department of Jobs and Training

' 3If the highest private sector salary within a given classification was at least three times greater than the second
highest salary within that classification, the salary listed is the second highest salary.

“The 95th percentile means that 95 percent of private sector employees in this occupation (in this sample) eamn
less than this amount.

5Does not include individual private practice. The Department of Jobs and Training only surveyed businesses
of 25 employees or more.
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A review of Table 1 demonstrates, for the most part, the top local government salaries
for our selected classifications are not out of line with the salaries these individuals could earn
in the private sector.

A further analysis of the data in Table 1 demonstrates that:

) The highest-paid local government attorneys and chemists in Minnesota clearly could
earn more in the private sector;

0 The highest-paid local government accountants, EDP systems analysts, and engineers
probably could earmn more in the private sector; while

) The highest-paid local government social workers and librarians are earning more than
~ they could likely earn in the same profession in the private sector.

OTHER FORMS OF PUBLIC SECTOR COMPENSATION

Salaries are not the only form of compensation available for some public sector
employees. Top-level public sector managerial and administrative employees, like their private
sector counterparts, receive additional compensation in the form of car allowances, housing
allowances, deferred compensation, and/or other forms of compensation.

Additional forms of compensation are viewed by some local governments as one way to
make up for the gap between public sector and private sector salaries for top executives.
However, top level private sector executives also receive other compensation, for example, large
bonuses and/or stock options. One private sector consultant indicated that these kinds of bonuses
for some executives can easily run as high as fifty percent of annual salary. A recent report in
City Business (January 1992) indicated that of the 25 highest paid executives in the Twin Cities,
only three receive 100 percent of their compensation in the form of an annual salary.

Our survey asked local officials to identify the cost and the type of all other forms of
compensation provided to employees earmning over $50,000 annually. We received information
on nearly 400 local government employees who receive some other form of compensation (not
including fringe benefits such as health insurance) in addition to their $50,000+ annual salaries.
The other forms of compensation range from a performance-based payment of $13,000 for the
superintendent of the Eden Prairie schools, to a $270 per year salary supplement for the Lyon
County Engineer. Unfortunately, for some local units of government, this information was
either difficult to quantify or difficult to obtain from the payroll records for our survey. We are
concerned, therefore, that the information we received is not complete and thus is not
representative of local governments overall, and so we have not analyzed it further.
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MINNESOTA LOCAL GOVERNMENTS:
NATIONAL COMPARISONS OF SALARIES PAID TO MANAGERS AND
ADMINISTRATORS

Although we were unable to identify appropriate private sector comparisons for
managerial and administrative personnel within local governments, we did obtain a data base
which compares average salaries paid to Minnesota local government managers and
administrators with the average salaries of their counterparts in other states. To make these
comparisons, we reviewed a data base compiled by the International City Management
Association (ICMA). The data base, presented in a publication entitled Compensation 1991,
looks at 1990 average salaries for local government executive positions, by state and region.
Minnesota’s rank for each of the positions analyzed is as follows:

TABLE 2: MN LOCAL GOVERNMENT EXECUTIVE POSITIONS --
1990 AVERAGE SALARY AND NATIONAL RANKING

POSITION TITLE MINNESOTA'’S 1990 MN MEAN SALARY
RANK
City Manager 11 $ 59,989
County Manager 8 $ 73,354
Chief Administrative Officer 13 $ 46,938
Finance Director 12 $ 44,969
Police Chief 13 $ 44,781
Fire Chief 14 $ 45,071
Chief Personnel Officer 1 $ 45,979
Parks and Recreation Director 7 $ 46,197
Public Works Director 10 $ 44,629
Assistant Manager 15 $ 42,689

Source: ICMA

For perspective, we looked at data from the Bureau of Labor Statistics on average annual
pay by state and industry. This data is compiled from reports submitted by employers whose
workers are covered by State and Federal Unemployment Insurance programs.

Based on Bureau of Labor Statistics data, the average 1990 pay of workers nationwide
was $23,602. Minnesota’s statewide average annual pay for that year was $23,126.
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Minnesota’s overall rank, compared to the rest of the states, is 14th. Minnesota’s rank in
local government executive salaries, therefore, is comparable to its rank for overall salaries
nationwide. Only the classifications of County Manager and Parks and Recreation Director
received a disproportionately high national ranking relative to average salaries paid for those
classifications.

MINNESOTA LOCAL GOVERNMENTS:
TOP SALARIES

Research Question:
Which local governments pay the most?

While it is difficult to compare the salaries of local government managers and
administrators to the salaries of their counterparts in the private sector, it is possible to compare
salaries paid to top level managers and administrators of similar local government jurisdictions.
Table C-2 in Appendix C (page 66) lists the top ten salaries of several management positions in
cities, counties, school districts, and special service districts. The specific classifications of
managers and administrators we have listed are, for cities: city managers, mayors, city
attorneys, police chief, fire chief, director of parks and recreation, director of public works, and
finance director. For counties: county administrator, sheriff, county attorney, and public works
director/engineer. For schools we list the superintendent of schools, and for special service
districts we list the executive director/chief administrator.

A review of these tables provides some indication of which local governments pay the
most. The four largest local government jurisdictions -- Hennepin and Ramsey counties, and
the cities of Minneapolis and St. Paul -- consistently pay the highest salaries for almost all of
the selected positions. The three exceptions to this pattern are the salaries paid to the Southern
Minnesota Municipal Power Agency’s Executive Director, the White Bear Lake superintendent
of schools, and Anoka County’s County Attorney. St. Paul salaries are higher than those of
Minneapolis in four categories; Minneapolis salaries are higher than St. Paul in three.

For cities other than Minneapolis and St. Paul, the metropolitan cities paying the highest
salaries in four or more of the position categories are Burnsville, Eagan, Eden Prairie, Edina,
Minnetonka, Golden Valley, St. Louis Park, and Brooklyn Park. The highest paid city manager
in the metropolitan area is the Plymouth city manager, at $86,800. In Greater Minnesota,
Rochester and Duluth consistently pay the highest salaries, and Mankato and St. Cloud are often
in the top ten.

For counties, after Hennepin and Ramsey, Anoka County pays the most; Carver County
pays the least. In Greater Minnesota, St. Louis County ranks highest in every position category;
Olmsted County is also always in the top ten.

In school districts, Minneapolis is again the highest, but the White Bear Lake ranks
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second, before St. Paul. The rest of the school districts in the top ten are primarily metropolitan
suburbs in Hennepin County. Rochester leads superintendent salaries in Greater Minnesota,
followed by St. Cloud. Duluth ranks eighth. '

The highest salary paid to the director of any special service district goes to the Southern
Minnesota Municipal Power Agency Executive Director. St. Paul Port Authority is next,
followed by several metropolitan commissions and the MCDA.

While actual size of the jurisdiction must be taken into account when making these
comparisons, it is clear that size is not the sole determinant of a top administrator’s salary
ranking. Where there is a significant difference in size, such as between Minneapolis, St. Paul
and other Minnesota cities, salaries are clearly different. But beyond that point the relationship
becomes less clear.

Table 3 shows the ten cities with the highest city manager salaries, together with their
populations, direct current expenditures, and total number of city employees.

TABLE 3: TOP PAYING CITIES BY SIZE AND EXPENDITURES

City City 1990 1990 Direct Total Full- Total % of FT
Manager Population Current Time Employees Employees
1991 Salary Expenditures Employees over $50K
(in millions)
Plymouth $86,800 50,889 $15.9 167 311 7.2
Golden Valley 86,615 20,971 11.6 123 236 9.0
Bloomington 86,500 86,335 45.7 490 946 6.1
Edina 85,000 46,070 17.8 227 515 8.8
Minnetonka 81,140 48,370 15.6 188 200 7.4
Robbinsdale 80,745 14,396 5.8 74 175 5.4
Blaine 79,718 38,975 9.4 107 141 8.4
Brooklyn Park 78,814 56,381 15.8 219 458 9.6
Eagan 77,719 47,409 13.5 136 237 9.8
Eden Prairie 76,420 39,311 17.3 226 482 5.3
Sources: OSA Survey; OSA 1990 Financial Health Profiles; 1990 Census

The results of this table are surprising. There appears to be no relationship between
city size, expenditures, and the salary paid to the city manager. For example, the City of
Golden Valley, with a population of 20,971 and direct current expenditures of $11.6 million,
pays almost nine percent of its 123 full-time employees more than $50,000. Bloomington, on
the other hand, pays just over six percent of its 490 full-time employees over $50,000. The city
manager of Golden Valley earns slightly more than the city manager of Bloomington, a city that
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has a population of 86,335 and direct current expenditures of $45.7 million. Another example:
the City of Eagan has 47,409 people and 163 full-time employees. Almost ten percent of these
earn over $50,000. The City of Eden Prairie has 39,311 people and 226 full-time employees,
and pays just over five percent over $50,000. Brooklyn Park has about the same number of full-
time employees as Eden Prairie -- 219 -- but pays almost twice as many of them over $50,000.

We suspect that there may be any number of factors at work here, but had insufficient
time to pursue more information. Based just on population and expenditures, some local
governments appear to be paying salaries that are inconsistent with the salaries paid by similar
jurisdictions.

MINNESOTA LOCAL GOVERNMENTS:
PERCENT OF EMPLOYEES EARNING OVER $50,000

Research Question:

.. How many local government employees earn over $50,000? What percent of
local government employees earn more than $50,000?

Our survey returns indicated that at least 4,800 Minnesota local government employees
earn more than $50,000 annually. Based on the Census Bureau’s 1989 count of 137,071 full-
time local government employees statewide, approximately 3.5 percent of all full-time local
government employees earn over $50,000 annually.® Six percent of all Minnesota full-time
employees, in both the public and private sectors, earn more than $50,000 per year (1990 CPS
data -- see Methodology, Appendix B, page 61).

As part of our analysis we focused on the percent of employees paid over $50,000 by
each local government jurisdiction. Our salary survey asked respondents to list the total number
of full-time employees, as well as the total number of full time employees paid over $50,000.
Before drawing any conclusions from this information, however, we kept in mind the following:

1) The individual salary distributions of any employer depends greatly upon the activities
and responsibilities of the organization. Some organizations will be weighted more
heavily toward lower-paid occupations, such as manual labor or clerical functions.
Others may have responsibility for oversight and administration, with a greater
proportion of professional and managerial employees.

2) Salary ranges will vary according to regional location, and will be influenced to some
degree by factors such as the cost of living in the area.

6Adding Minnesota state employees -- 27,653 full-time, with 1417 earning over $50,000 -- the number of state
and local government employees earning over $50,000 increases to approximately 3.8 percent.
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3) The threshold of $50,000 is an arbitrary cutoff. The percent of employees earning over
$50,000 says nothing about the employees earning just under $50,000. Some cities have
cohorts of police and fire employees (who generally move up the salary scale as a group)
earning more than $40,000 and close to $50,000. Some school districts have a number
of teachers, who also move as a group, eamning just under $50,000 annually.

To help compensate for these limitations, comparisons of the percent of employees
earning over $50,000 should only be drawn between organizations with similar structures,
located within similar geographic regions. Time and other resource constraints did not permit
us to conduct research into the organizational structure of local jurisdictions. To make
comparisons, therefore, we considered several variables as proxies of structure, including: type
of jurisdiction (i.e., cities, counties, school districts, special service districts); size of
organization (total full-time employees); size of fiscal structure (1990 direct current
expenditures); geographic location (i.e., metro/greater MN); and 1990 population for the area
served by the jurisdiction.

While all of the aforementioned variables were considered, an analysis of the data
indicated that the type of the jurisdiction and the location of the jurisdiction were the two
variables that consistently resulted in significant differences in the total percent of employees
paid over $50,000 annually. We opted therefore, to make our comparisons among local
governments of the same type and location: metropolitan cities, Greater Minnesota cities;
metropolitan counties, Greater Minnesota counties, and so forth.

Before proceeding to the comparisons, note that we have included data for the State of
Minnesota within the tables for all categories of local governments. Using data provided by
the Minnesota Department of Employee Relations, we determined that 5.12 percent of
Minnesota state employees are paid over $50,000 per year. This percentage will be compared
to all local government jurisdictions in all the following tables.

Minnesota City Comparisons

The majority of Minnesota cities do not employ anyone earning in excess of $50,000
annually. There are 168 cities in Minnesota with more than 2,500 population. In our survey
we received data from 85 cities with over 2,500 population that employ at least one person at
an annual base salary of over $50,000.

For these 85 cities, we compared the number of employees eaming over $50,000 to the
total number of full time employees of the city. Using these numbers, we were able to calculate
the percent of their full time employees who eamn over $50,000 annually. These percentages
ranged from 0.58 percent for the city of Winona to 10.48 percent for the City of St. Paul.
Table 4 identifies the 85 Minnesota cities paying one or more employees over $50,000 annually,
listing the percent and actual number of full-time employees paid over $50,000 per year.
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TABLE 4: MINNESOTA CITIES WITH ONE OR MORE
EMPLOYEES PAID OVER $50,000 ANNUALLY’
METROPOLITAN AREA CITIES METROPOLITAN AREA CITIES (Continued)
oY PERCENT OF _ ACTUAL NUMBER [ANDOVER 435 1
FT EMPLOYEES  OF FT EMPLOYEES HOPKINS 4.08 4
EARNING OVER  EARNING OVER ST. ANTHONY 385 2
$50,000 $50,000 SHAKOPEE 3.45 2
ST, PAUL 10.48 344 CHASKA 333 2
EAGAN 9.82 16 STILLWATER 333 2
BROOKLYN PARK* 959 21 SOUTH ST. PAUL 2.04 3
WEST ST. PAUL 9.47 9 WAYZATA 2.04 1
NEW BRIGHTON* 9.38 s HASTINGS 2.63 2
GOLDEN VALLEY 8.94 11 CHANHASSEN 2.38 1
EDINA 8.81 20 ROSEMOUNT 2.2 1
PRIOR LAKE a7 4 CHAMPLIN _1.96 A
BLAINE 8.41 9
WHITE BEAR LAKE 8.33 8
BROOKLYN CENTER 8.18 12
SAVAGE 8.16 4 GREATER MN CITIES
COTTAGE GROVE* 8.18 8 oy PERCENT OF  ACTUAL NUMBER
MAPLE GROVE 8.00 1 FT EMPLOYEES OF FT EMPLOYEES
ANOKA 7.94 10 EARNING OVER  EARNING OVER
NEW HOPE 7.89 8 $50,000 $50,000
ORONO 7.89 3 ROCHESTER 6.07 40
MOUNDS VIEW 7.89 3 BUFFALO 5.26 2
MENDOTA HEIGHTS 7.5 3 PIPESTONE* 435 1
BURNSVILLE 7.46 15 MONTICELLO* 4.35 1
MINNETONKA 7.45 14 ELK RAIVER* 417 2
LAKEVILLE 7.45 7 VIRGINIA 3.39 4
FRIDLEY 7.3 10 MANKATO 3.8 7
SHOREVIEW® 7.25 s OWATONNA 3.06 3
PLYMOUTH 7.19 12 WILLMAR 3.03 3
OAK PARK HEIGHTS 7.14 1 DULUTH 288 27
MINNEAPOLIS 7.08 321 DETROIT LAKES 2.78 2
ROSEVILLE 6.61 8 MARSHALL 28 2
COON RAPIDS 6.58 12 ALBERT LEA 2.58 4
WOODBURY 6.49 3 WORTHINGTON 2.38 2
SPRING LAKE PARK 6.45 2 NORTH MANKATO 2.2 1
ST. PAUL PARK 6.25 1 BRAINERD 1.9 2
BOOMINGTON 6.12 30 ST.CLOUD 1.83 6
ST.LOUIS PARK 6.00 14 LUVERNE 1.74 2
NORTH ST, PAUL 6 ] FERGUS FALLS 174 2
RICHFIELD* 5.88 19 FAIRMONT 174 2
MAPLEWOOD 569 7 LAKE CITY 1.72 2
APPLE VALLEY 552 8 NORTHFIELD 1.37 1
!INVER GROVE HEIGHTS 5.48 4 HUTCHINSON 1.32 1
ROBBINSDALE* 5.41 4 NEW ULM 131 2
COLUMBIA HEIGHTS* 5.91 6 AUSTIN 123 2
EDEN PRAIRIE* 5.31 12 RED WING 114 2
MOUND 5.13 2 BEMIDJI 1.00 1
MOORHEAD 1.08 2
STATE OF MN 5.12 1417 FARIBAULT 098 1
WINONA 058 1
(Continued next column)

Source: OSA Survey

"More than half of the employees of the cities marked with an asterisk are part-time. Their dependency on part-
time staff instead of full-time makes the percent of full-time employees paid over $50,000 seem higher. This
percent, however, is offset when the total number of employees, including part-time, is considered.
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The table indicates that Minnesota cities have adopted their own unique salary policies
for their top officials. For example, the cities of South Saint Paul and Golden Valley are both
first ring metro suburbs, with similar populations and total number of full time employees.
However, in South St. Paul, three employees earn over $50,000 annually (2.9 percent), while
in Golden Valley, eleven employees earn over $50,000 annually (8.9 percent). (Our data also
identified significant differences in the actual number of employees for similar sized cities in
similar geographic locations. While this data is relevant to discussions about overall spending
by Minnesota local governments, it is outside of the scope of this study.)

Most cities in our sample had about three percent of employees in the over $50,000
category. Over half, or 47 cities, had less than six percent earning over $50,000, while 38 cities
paid more than six percent of employees over $50,000 annually. Graph D-1 on page 72, in
Appendix D, shows these distributions.

The percent of employees paid more than $50,000 varies most according to the location
of the local government. Metropolitan location is a stronger factor on the distributions of
salaries within a city than either city population or total expenditures of the city. While this
indicates that metropolitan area cities pay a greater proportion of their employees more than
$50,000 per year, it also reflects the overall higher salaries found in the metropolitan area and
a higher cost of living. As noted in the introduction, a recent Legislative Auditor’s study found
that the cost of living averaged 11 percent less in Greater Minnesota than it did in the Twin
Cities metropolitan area.

Comparisons Between St. Paul and Minneapolis

While data for St. Paul and Minneapolis have been incorporated with data for all other
metropolitan cities, the size and complexities of these governmental units warrant separate
comparisons.

To ensure that the comparisons we are making between Minneapolis and St. Paul are as
reasonable as possible, we met with both cities to get advice on the specific employees we
should include in our analysis.

Because the economic development arm of each city is organized differently, we
combined data from the St. Paul Port Authority with the City of St. Paul data, and combined
data from the Minneapolis Community Development Agency with the City of Minneapolis data.
We also consolidated data for a number of Minneapolis municipal functions that are governed
by separate Boards with the Minneapolis city data. Included in this consolidation are:

The Minneapolis Park Board employees;

The Minneapolis Library Board employees;

The Minneapolis Building Commission employees; and

The Minneapolis Board of Estimates and Taxation employees.

o O O O.
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These consolidations increased the overall percent of employees earning over $50,000 by 0.2
percent for each city.

Having made the appropriate adjustments to the data to ensure accurate comparisons?®,
we found that the City of Saint Paul reported 10.48 percent of its employees earn over $50,000,
while the city of Minneapolis reported 7.06 percent of its employees earn over $50,000. St.
Paul stood out throughout the analysis as consistently having some of the highest salaries in
many job classifications.

St. Paul city officials were quite candid about their large number and percentage of
highly paid employees. The current administration recognizes the issue and has taken steps to
correct the situation. Mayor Scheibel has imposed a salary freeze on all non-represented
employees of the city. While this will help restrain some St. Paul salaries, it will not address
the relatively high salaries of St. Paul employees that belong to bargaining units. In fact, almost
85 percent of St. Paul employees earning over $50,000 are represented by bargaining units.

A further analysis of St. Paul data indicates the problem of high paid employees dates
back many years, and is not a recent phenomenon. In fact, the contract settlements negotiated
by the city in recent years are very much in line with those negotiated by the state and the city
of Minneapolis. However, since wage and salary settlements routinely include an across the
board percentage increase for covered employees, the disparity between the historically high
salaries of St. Paul employees and those of Minneapolis employees continues to grow.

Minnesota County Comparisons

Fifty of Minnesota’s 87 counties reported that they employ at least one person earning
over $50,000 annually. The percent of total full-time employees earning more than $50,000 for
these counties ranged from 0.36 percent for Polk County to 10.53 percent for Ramsey County.
Unlike Minnesota cities, the total percentage of employees earning over $50,000 annually varied
little from county to county, with most of the 50 counties in the survey paying approximately
one percent of its employees $50,000 or more.

Table 5 identifies the SO Minnesota counties paying one or more employees over $50,000
annually, listing the percent and actual number of full-time county employees paid over $50,000

per year.

8We removed the employer’s insurance contribution from City of St. Paul salaries.
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TABLE 5:
MINNESOTA COUNTIES WITH ONE OR MORE
EMPLOYEES PAID OVER $50,000 ANNUALLY

METROPOLITAN AREA COUNTIES GREATER MN COUNTIES (Continued)

COUNTY PERCENT OF ACTUAL NUMBER COUNTY PERCENT OF ACTUAL NUMBER

FT EMPLOYEES OF FT EMPLOYEES FT EMPLOYEES OF FT EMPLOYEES
EARNING OVER EARNING OVER EARNING OVER EARNING OVER
$ 50.000 $ 50,000 $ 50,000 $ 50,000 :

RAMSEY 1053 269 COOK 1.47 1
HENNEPIN 8.41 662 GOODHUE 1.44 3
scoTT 6.74 25 OTTER TAIL 1.42 4
WASHINGTON 6.8 2 | CASS 1.32 3
DAKOTA" 5.34 s8 ’ CLAY 127 3
LYON 123 1
STATE OF MN 5.12 1417 CROW WING 117 4
TODD 11 2
ANOKA 5.06 81 WINONA 1.00 3
CARVER 2.49 11 SIBLEY 1.08 1
STEVENS 1.08 1
WADENA 1.03 1
BELTRAMI 1.02 3
WATONWAN 1.01 1
WASECA 0.97 1
GREATER MN COUNTIES HOUSTON 0.06 1
COUNTY PERCENT OF ACTUAL NUMBER JACKSON 0.93 1
FT EMPLOYEES OF FT EMPLOYEES LAKE 0.84 1
EARNING OVER EARNING OVER KOOCHICHING 0.83 1
$ 50,000 $ 50,000 DODGE 0.82 1
SHERBURNE 273 6 BENTON 0.75 1
OLMSTED 2.68 19 RENVILLE 0.72 1
RICE 2.6 5 NICOLLET 0.68 1
CARLTON 2,03 4 MILLE LACS 0.67 1
ITASCA 2.01 7 ISANTI 085 1
ST. LOUIS 1.96 41 ITKIN 063 1
STEARNS 1.95 10 MEEKER 0.57 1
BLUE EARTH 1.8 5 PINE 0.58 1
WRIGHT 1.61 6 MOWER 0.52 1
DOUGLAS 1.59 3 MORRISON 0.5 1
FREEBORN 1.49 3 KANDIYOH! 0.4 1
(Continuad next column) POLK 0.38 1

Source: OSA Survey

The clear majority of counties in the sample pay less than three percent of their
employees over $50,000. Again, metropolitan location is the principal indicator of whether or
not this number will be less or greater than three percent. All of the counties paying less than
three percent are located outside of the Twin Cities metropolitan area. (See Graph D-2 on page
73 in Appendix D.)

For the seven-county metropolitan area, the percent paid over $50,000 ranges from
Carver County at 3.5 percent, to Ramsey County at 10.5 percent. For Greater Minnesota
“counties, size of the county (in 1990 population) is the best indicator of the county’s rank in
terms of the percent paid over $50,000.

Compared to our city data, counties appear to have more direct relationships between
county population, county total expenditures, total number of county employees, and the percent
of employees eamning over $50,000. In general, the larger the county, the greater the proportion
paid more than $50,000.
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Minnesota Independent School District Comparisons

We received responses from 229 of Minnesota’s 435 school districts that pay at least one
person more than $50,000 per year. Most of the remaining school districts have no employees
paid over $50,000. In our survey, if there was only one person paid over $50,000 annually, it
was the school district superintendent.

The percent of total full-time employees, including teachers, earning over $50,000 for
these school districts ranges from 0.62 percent in East Grand Forks to 8.7 percent in Annandale.
The range of these percentages is fairly evenly distributed between one and four percent. Tables
6 and 7 identify the 229 Minnesota school districts paying one or more employees over $50,000
annually, by the percentage of all full-time school district employees paid over $50,000 per year.

TABLE 6:
MINNESOTA SCHOOL DISTRICTS WITH ONE OR MORE
EMPLOYEES PAID OVER $50,000 ANNUALLY
in the Metropolitan Area
METROPOLITAN AREA SCHOOL DISTRICTS *
PERCENT OF FULL-TIME EMPLOYEES EARNING OVER $50,000
r 1 Percent 4 Percent 5 Percent 8 Percent
NORWOOD CENTENNIAL ANOKA-HENNEPIN N. ST. PAUL/MAPLEWOOD
CHASKA BROOKLYN CENTER
2 Percent FARMINGTON HASTINGS
FRIDLEY MINNETONKA
WACONIA JORDAN NE METRO INTERMEDIATE DISTRICT
LAKEVILLE RICHFIELD
I 3 Percent MAHTOMEDI ST. ANTHONY/NEW BRIGHTON
MOUNDS VIEW
EDEN PRARIE OSSEO 6 Percent
FOREST LAKE ROBBINSDALE
INVER GROVE HEIGHTS ROSEVILLE EDINA
MINNEAPOLIS SHAKOPEE ST. LOUIS PARK
PRIOR LAKE/SAVAGE STILLWATER
ROSEMOUNT/DAKOTA TECH ST. PAUL
SOUTH WASHINGTON COUNTY WAYZATA 7 Percent
SPRING LAKE PARK WEST ST, PAUL
ST. FRANCIS WESTONKA COLUMBIA HEIGHTS
* Not all metrapolitan school districts responded to our survey.

Source: OSA Survey
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TABLE 7: MINNESOTA SCHOOL DISTRICTS WITH ONE OR MORE
EMPLOYEES PAID OVER $50,000 ANNUALLY
in Greater Minnesota
GREATER MN SCHOOL DISTRICTS
PERCENT OF FULL-TIME EMPLOYEES EARNING OVER $50,000
1 Percent 2 Percent 3 Percent 4 Percent
ADA ADRIAN ALBANY ST. PETER ALBERT LEA
AITKIN ATWATER ALDEN-CONGER SWANVILLE AUDOBON
ARLINGTON-GREEN ISLE BAGLEY ALENXANDRIA THIEF RIVER FALLS BELGRADE EL ROSA
BELVIEW BARNUM BECKER UPSALA BELLINGHAM
BENSON BATTLE LAKE BIG LAKE VRGINIA BEMDJI
BIRD ISLAND BROWERVILLE BLACKDUCK WADENA TECH COLLEGE BREWSTER
BLOOMINGTON PRAIRIE CAMBRIDGE -ISANT| BRAINERD WASECA DEER RIVER
BLUE EARTH CANBY BYRON WINONA DELANO
CALEDONIA CLARISSA CANNONFALLS WORTHINGTON EDGERTON
CASS LAKE -BENA COLD SPRING CARLTON WRENSHALL ELKRIVER
CHATFIELD COOK COUNTY CHISAGO LAKES ZUMBROTAMAZEPPA FAIRMONT
EASTGRAND FORKS CROOKSTON CHOIKIO-ALBERTA FLOOOWOOO
EDEN VALLEY-WATKINS CROSBY CLIMAX HANCOOK
ELBOW LAKE DODGE CENTER COLERAINE HUTCHINSON TECH
FOSSTON DULUTH CROMWELL UTCHFIELD
GIBBON-FAIRFAX ELGIN-MILLVILLE DAWSON-BOYD MANKATO
GLENCOE ELLENDALE/GENEVA DETROIT LAKES MORGAN
GRANITE FALLS GAYLORD DOVER-EYOTA PAYNESVILLE
HAYFIELD GLYNDON ELY RED WING
HOLDINGFORD GRANDRAFIDS EVANSVILLE ROCKFORD
JASKSON HERMANTOWN FERGUS FALLS TYLER
LAKE CRYSTAL KERKOVEN-MURDOCK~-SUN GRAND MEADOW WALNUT GROVE
LAKE SUPERIOR LA CRESCENT HENNING
LE CENTER LANESBORO HERON LAKE -OKABENA 5 Percent
LEWISTON LESTER PRAIRIE HILL CITY
MAHNOMEN UTTLE FALLS HINCKLEY BAICELYN
MAPLE LAKE MCGREGOR HUTCHINSON BROWNS VALLEY
MAPLETON MONTGOMERY-LONSDALE LUVERNE BUFFALO
MARSHALL MOOORHEAD MELROSE CLOQUET
MENAGHA MOUNTAIN LAKE MILACA FISHER
MONTEVIDEO NEWFOLDEN MONTICELLO HAWLEY
MORRIS NORTHFIELD NEW ULM HIBBING
MOUNTAIN IRON/BUHL OSAKIS NORTH BRANCH MIOOLE RIVER
NASHWAUK PAINVIEW OWATONNA NICOLLET
NEWYORK MILLS PARK RAPIDS PARKERS PRAIRIE ST. MICHAEL-ALBERTVILLE
OGILVIE PILLAGER PROCTOR
ONAMIA PRINCETON ROCHESTER 6 Percent
ORTONVILLE RED LAKE FALLS ROYALTON
PELICAN RAPIDS ROSEAU RUSH CITY -
PEQUOT LAKES SPRINGFIELD SANDSTONE
IPESTONE STEWARTVILLE SARTELL 7 Percent
RED LAKE ST. JAMES SAUKCENTRE
REDWOOD FALLS ST. LOUIS COUNTY SAUKRAPIDS INTERNATIONAL FALLS
REMER UNDERWOOD SLAYTON KENYON
RUSHFORD-PETERSON WABASSO SOUTHLAND
ISHERBURN WADENA STAPLES 8 Percent
WAUBUN-OGEMA ST.CHARLES
WINDOM ST.CLOWD --

Source: OSA Survey
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As noted from the preceding tables, most school districts pay less than four percent of
their employees over $50,000. (Also see Graph D-3 on page 74 of Appendix D.) Metropolitan
location for school districts, while still a key variable, made less of a difference in determining
the proportion of employees paid over $50,000 than it did for cities or counties. That may be
due to several factors, including the levels of training and experience of the school district
employees.

There did not appear to be a relationship between the percent of employees paid more
than $50,000 per year and the size of the school district, as measured by total number of pupils.

Minnesota Special Service District Comparisons

Special service districts, clearly, are a case where the percentage of employees earmning
over $50,000 is a reflection of the agencies’ functions and the level of education and skills
required of their employees.

Twenty-two of the special service districts responding to our survey pay at least one
person over $50,000 annually. The percentage of employees ranges from .7 percent for the
United District Hospital and Home in Staples to 32.43 percent for the Southern Minnesota
Municipal Power Agency. Table 8 identifies the 21 Minnesota special service districts paying
one or more employees over $50,000 annually, listing the percent and actual number of full-time
special service district employees paid over $50,000 per year. (Also see Graph D-4 on page 75
in Appendix D.)
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TABLE 8:

MINNESOTA SPECIAL SERVICE DISTRICTS WITH ONE OR
MORE EMPLOYEES PAID OVER $50,000 ANNUALLY

METROPOLITAN SPECIAL DISTRICTS

[DISTRICT PERCENT OF ACTUAL N(RBER
FT EMPLOYEES OF EMPLOYEES
EARNING OVER EARNING OVER
$ 50,000 $ 50,000
[PORT AUTHORITY/ST. PAUL 30.77 8
MINNEAPOLIS COMMUNITY DEVELOPMENT AGENCY 267 s5
METROPOLITAN COUNCIL 25983 49
METROPOLITAN LIBRARY SERVICE AGENCY 25 1
METROPOLITAN SPORTS FACILITIES COMMISSION 18.18 6
METROPOLITAN AIRPORTS COMMISSION 15.21 54
REGIONAL TRANSIT BOARD 13.51 3
DAKOTA HRA 11.76 4
METRO WASTE CONTROL COMMISSION 8.54 87
STATE OF MINNESOTA 5.12 1417
SUB HENNEPIN REGIONAL PARK DISTRICT 4.47 8
METROPOUTAN MOSQUITO CONTROL DISTRICT 313 2
PHA/MNNEAPOUS a1 9
PHA/ST. PAUL 233 5
METROPOLITAN TRANSIT COMMISSION 0.71 14

GREATER MN SPECIAL DISTRICTS

DISTRICT PERCENT OF ACTUAL NUMBER
FTEMPLOYEES OF EMPLOYEES
EARNING OVER EARNING OVER
$ 50,000 $ 50,000
SOUTHERN MN MUNICIPAL POWER AGENCY 3243 12
DULUTH SEAWAY PORT AUTHORITY 8.39 1
ST. CLOUD HRA 5 1
RICE CITY DISTRICT ONE HOSPITAL 345 4
DULUTH HRA 345 2
MONTICELLO-BIG LAKE COMMUNITY HOSPITIAL DISTRICT 3.26 3
CUYUNAREGIONAL MEDICAL CENTER 2,88 4
UNITED DISTRICT HOSPITAL & HOME 0.71 1

" Source: OSA Survey
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SECTION II:

LOCAL GOVERNMENT SALARIES UNDER $50,000 --
BENCHMARK OCCUPATIONS

Research Question:

Do public sector employees in small jurisdictions in Greater Minnesota earn more
than their private sector counterparts?

As noted in Section II above, given our time and resource limitations, we focused our
own data collection on local government positions eaming more than $50,000 annually.
However, the legislative mandate also directed us to compare local government salaries to the
private sector for positions that earn less than $50,000. To do so we rely upon the existing data
bases identified in Appendix B. Wherever possible, we compare the average salaries paid to
government employees in specific job classifications to the average salaries paid to their private
sector counterparts. Where the local government data does not permit calculation of averages,
we compare the private sector average to the jurisdiction salary ranges. Private sector averages
have been calculated separately for the metropolitan area and for Greater Minnesota. For
independent school districts, we selected a random sample of 30 school districts, from six
geographic regions of the state (as defined by the Department of Jobs and Training (DJT)), to
use for comparisons to the private sector.

We chose ten occupational classifications, or "benchmarks," to use for the public-private
sector comparisons. The benchmarks are jobs that were included in all or most of the available
data sources. We chose these in order to focus on occupations that usually pay less than
$50,000 per year. When more than one level of skill or training was available in the data base,
we chose the levels where the job descriptions most closely matched those provided by the DIT
private sector data job descriptions. In some cases, that meant combining several skill levels
into one category for comparisons. We made comparisons for each of these jobs among eight
regional and local government categories. The occupational classifications are:

1. Custodian 5. Property Appraiser 8. Accountant
2. Light Equipment Operator 6. Dispatcher 9. Clerk-Typist
3. Maintenance Supervisor 7. Accounting Clerk 10. Secretary

4. Engineering Technician

Job descriptions of each of these classifications are provided in Appendix E, on page 77. The
eight categories of local government and region we used for comparison with the private sector
are:
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Metro Area Cities Over 10,000
Metro Area Cities Under 10,000
Greater MN Cities Over 10,000
Greater MN Cities Under 10,000

Metro Area Counties
Greater MN Counties

Metro School Districts
Greater MN School Districts

caw»
QT m

Tables listing salaries by position for each jurisdiction, and the data sources used for the
comparisons are also listed in Appendix E, pages 84-106. Salaries for several metropolitan
agencies (special service districts) also are compared to the private sector; these salaries are
listed on page 107.

Findings

Local government jurisdictions consistently pay higher wages than the private sector for
occupations requiring limited skills or training. In the lesser-skilled occupations it was not
uncommon to find every local government within a category paying a higher average salary than
the private sector. This is demonstrated by the salaries paid to Custodians, Light Equipment
Operators, Clerk-Typists, and Secretaries. (For detail, see Appendix E, page 84-107.)

For example, the private industry average for custodians in the metropolitan area is
$15,341. In Greater Minnesota the private industry average is $13,785. Only three out of 66
Minnesota cities pay less than the private sector averages to their custodians. Twenty-one
Greater Minnesota counties pay a minimum salary that is less than the private sector average,
but only one has a maximum salary less than the average (in other words, nearly all county
custodians could be being paid more than the private industry average).

Another example of this is the job of Clerk-Typist. The average private industry salary
for clerk-typists in the metropolitan area is $18,495; in Greater Minnesota it is $14,167. Only
eight of 52 Minnesota cities, six of 30 school districts, and eleven of 87 counties pay less than
the average private sector salary to clerk-typists. The highest actual clerk-typist salary paid is
$26,349, in Chisholm; the highest potential salary (top of the range) is $29,786, in Clay County.

As one moves up to jobs requiring more training or education, the differences between
public and private sector salaries begin to diminish. In jobs such as Maintenance Supervisor,
Engineering Technician, or Property Appraiser, the private sector salaries equal, and sometimes
surpass, the salaries paid to their counterparts in local government. For example, the private
industry average salary for property appraisers in the metropolitan area is $31,367; in Greater
Minnesota, $28,446. Half of the cities in the sample paid more; half paid less than the
averages. Half of the metropolitan counties, and all of the Greater Minnesota counties paid less
than the private sector averages for property appraisers.

A good example of the tendency for the differences in public and private sector salaries

to diminish with increasing levels of skill and training is provided by looking at the salaries paid
to Accounting Clerks and Accountants. Although both are involved in financial services, an
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Accounting Clerk position requires a high school education and minimal experience, while an
Accountant position requires a Bachelor’s degree. Local governments tend to pay Accounting
Clerks as much or more than the average salary in private industry. This is especially true in
Greater Minnesota cities, where 37 of 42 jurisdictions pay above private sector wages. The
private industry average for Greater Minnesota is $16,747; the average salary for these 42 cities
is $20,255. When one looks at Accountant salaries, however, the situation is largely reversed,
with government salaries generally at or below the market wage. For example, the private
sector average salary for Accountants in the metropolitan area is $30,966. Only two
metropolitan area cities pay more than this; 12 pay less. The average salary paid by these 14
metropolitan cities for Accountants is $28,987.

This pattern of higher pay for lower-skill jobs and comparable to lower pay for more
highly-skilled jobs is consistent with reports from some local government officials. They claim
that there are large numbers of applicants for lower-skill positions, where the pay is better than
that found in the private sector. When they attempt to fill positions requiring more skill or
education, the number of applicants drops off, because the pay is not as competitive.

The same pattern holds true for salaries paid by the state of Minnesota and the
Metropolitan Agencies. For lower-skill positions the metro agencies and the state of Minnesota
pay higher average salaries than the private sector. The pay differential for higher-skill positions
is less pronounced, although some metro agencies pay more than the private sector for all the
benchmark positions. The difference between state of Minnesota average salaries and private
sector salaries is especially pronounced in Greater Minnesota. Because the State pays the same
salary for a job category, regardless of location, the State’s salaries tend to be well above private
industry averages in Greater Minnesota.

The results of the benchmark analysis show that public sector pay for these occupations
is usually above levels set for the private sector. While this varies somewhat by occupation and
by geographic location, in general public sector employees are highly paid relative to their
private-sector counterparts.
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SECTION Iii:
LOCAL GOVERNMENT FRINGE
BENEFITS

Research Question:

Do local governments offer their employees benefits that are comparable to those
offered by similar-sized private sector businesses?

Any analysis of salaries paid to employees is not complete without some attention to the
level of fringe benefits provided for the employees. Given the current economic conditions,
consideration of fringe benefits provided by an employer has a major impact on the overall value
of an employee compensation package.

Although time and staff constraints limited our ability to do a comprehensive analysis of
the fringe benefits provided to employees of local government, the significance of fringe benefits
is too great to be completely overlooked. Therefore, we have provided an analysis of specific
fringe benefits provided to selected units of local government.

Whenever possible, our analysis of local government fringe benefit packages include
appropriate comparisons to the level and type of fringe benefits offered by private sector
employers. Unfortunately, we were unable to access a comprehensive data base on private
sector fringe benefit packages. For certain fringe benefits, such as vacation and sick leave
policies, we were forced to rely on general or national private sector fringe benefit data available
through the DCA Stanton Survey and the U.S. Department of Labor, Bureau of Labor Statistics.

Our discussion of employee fringe benefit policies focuses on the following analyses:

0 For all counties and cities over 2500 in population, we list the maximum number of
vacation, holidays and sick days an employee may earn. We also identify the number
of years required to attain the maximum vacation allowance. When different bargaining
units within a jurisdiction have different levels of benefits, we state the range. A brief
discussion of private sector vacation policies is also included in this analysis. Due to the
unique nature of school district work schedules, we do not include these employees.

0 For all counties, cities over 2500 in population, and school districts, we identify the
health insurance and pension coverage provided by Minnesota’s local governments. A
brief discussion of the comparative health insurance and pension benefits available in the
private sector is included in this analysis.
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Due to the limited amount of specific private sector data we were able to obtain, our
analysis of local government employee benefits may be more useful for comparing benefit
packages among local government jurisdictions. While comparisons with national private sector
data are provided, a detailed comparison of benefits available in Minnesota public and private
sectors would require a significant amount of primary survey research. Time and budget
constraints did not allow us to conduct the necessary research.

VACATION ALLOWANCES
For analysis of typical private sector vacation policies, we reviewed two data bases:

0 The DCA Stanton 1991 Twin Cities Metropolitan Salary Survey, which includes data on
private sector vacation policies obtained through a survey of 99 Twin Cities area
businesses.

0 The United States Department of Labor, Bureau of Labor Statistics 1989 report entitled,
Employee Benefits in Medium and Large Firms. This publication contains data on the
average vacation policies of medium and large firms nationwide.

For analysis of Minnesota city and county vacation allowances, we rely on the following data
sources:

0 The DCA Stanton 1991 Twin Cities Metropolitan Salary Survey.
0 The League of Minnesota Cities 1991 Salary Survey.
.0 The Association of Minnesota Counties 1991 Salary Survey.

The "typical" annual vacation allowance provided to private sector employees in the
metropolitan area, according to the DCA Stanton survey, includes 5-10 days of vacation after
one year of service; 15 days of vacation after 5-8 years of service; and 20 days of vacation after

15-20 years of service. The Bureau of Labor Statistics publication reports a similar pattern, in
Table 9 below.
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TABLE 9:
PRIVATE SECTOR ANNUAL VACATION ALLOWANCES

Length of Service Avérage, or Typical Private
Sector Vacation Allowance
One year 5 to 10 days per year
Five years 10 to 15 days per year
Ten years 15 to 17 days per year
Fifteen years 17 to 20 days per year
Twenty years and over 20 to 25 days per year

Source: U.S. Department of Labor, Bureau of Labor Statistics

Further analysis of the national data reveals that only 14 percent of private sector
employees receive over 25 days of paid vacation per year, regardless of the length of service.
Private sector employers who provide 25 or more days of paid vacation for their employees
typically require 20 to 25 years of service before an employee is eligible for that amount of paid
vacation.

The "typical" annual vacation allowance provided to metropolitan local government
employees, according to the DCA Stanton survey, includes 5 days of vacation after six months
of service; 10 days of vacation after 1 year of service; 15 days of vacation after 5-6 years of
service; and 20 days of vacation after 14-15 years of service.

A comparison of the paid vacation days offiered to public and private employees indicates
that it takes less time for local government employees to reach each level of vacation. For
example, city and county employees generally become eligible for vacation leave after six
months of service, while 41 percent of private sector employers nationally require one year of
service before vacation benefits are provided. As city and county employees increase their
length of service, their vacation accruals, and the number of years required to attain the
maximum vacation accrual, become even more generous than their private sector counterparts.
It typically takes 15-20 years to attain 20 days of paid vacation in the private sector; it takes only
14-15 years to reach that same level in local government.

In some instances, particularly on Minnesota’s "Iron Range," the amount of paid vacation
provided by jurisdictions is very high when compared to the private sector. (See Tables F-1
through F-4 on pages 109 - 113.) For example, one bargaining unit in the City of Mountain
Iron provides 40 days of paid vacation to employees after 25 years of service. The next highest
is the City of International Falls, with 36 days paid vacation after 25 years of service. In fact,
almost 28 percent of Greater Minnesota cities over 2,500 offer more than 25 days of paid
vacation to employees, after an average of 21.4 years of service.
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PAID HOLIDAYS
Paid Holidays Provided for Employees in the Private Sector

Our analysis of paid holidays provided for private sector employees is based on the
United States Department of Labor, Bureau of Labor Statistics publication entitled, Employee
Benefits in Medium and Large Firms. This publication provided detailed information on vacation
policies of medium and large sized firms nationwide. The publication noted that, while many
businesses remain open on certain holidays, employees that work on those days are often allowed
to take an alternative day off with pay.

The Department of Labor’s survey found that 97 percent of all employees of medium and
large firms were given at least one paid holiday per year. The following table identifies the
distribution of employees of medium and large sized firms by the total number of paid holidays
allowed each year.

TABLE 10 : PERCENT OF FULL-TIME EMPLOYEES
BY NUMBER OF PAID HOLIDAYS
(NATIONAL) '
Number of Paid Holidays Percent of All Full-Time
Employees of Medium and
Large-sized Firms (National)
No paid holidays 3 percent
0 to 5 paid holidays 5 percent
6 paid holidays 10 percent
7 to 9 paid holidays 28 percent
10 paid holidays 25 percent
11 paid holidays 14 percent
12 paid holidays 7 percent
13 paid holidays 5 percent
More than 13 paid holidays 2 percent

Source: U.S. Department of Labor, Bureau of Labor Statistics
Minnesota City and County Paid Holidays

Most Minnesota city and county employees are given more paid holidays than the
majority of their private sector counterparts. Only two counties and two cities in our sample
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of 85 counties and 170 cities provided less than ten paid holidays for their employees.

Tables F-5 and F-6 in Appendix F (pages 114-115) identify the actual number of paid
holidays to which employees of Minnesota counties and cities are entitled. Where different
groups of employees within a single jurisdiction are allowed varying numbers of holidays, the
range of holiday days is also noted.

Table 11 below identifies the percent of Minnesota cities and counties by number of paid
holidays. Only 28 percent of the full-time employees in the private sector receive more than
ten paid holidays; in contrast, 76 percent of the Minnesota cities and counties in our sample
provide more than ten paid holidays.’

TABLE 11:
PERCENT OF MINNESOTA CITIES AND COUNTIES
BY NUMBER OF PAID HOLIDAYS

Number of Paid Holidays Percent of MN Cities and
Counties
0 to 8 paid holidays 0 percent
9 paid holidays 2 percent
10 paid holidays ' 22 percent
11 paid holidays 44 percent
12 paid holidays 25 percent
13 paid holidays 5 percent
More than 13 paid holidays - 2 percent

Sources: LMC and AMC Salary Surveys; DCA Stanton Metro Area Salary Survey

Minnesota City and County Combined Leave Policies

Our findings of holiday and vacation leave policies in the public sector indicate that very
large yearly accruals are possible. Tables F-7 and F-8 in Appendix F (pages 116-117) identify
the maximum days of paid leave that may be provided by the cities and counties in our sample.
This number was obtained by adding together the maximum number of vacation days and the
total number of paid holidays provided by each jurisdiction. Table 12 below lists the Minnesota
cities and counties with the most paid vacation and holidays combined. The range of total paid
leave varies from 22 days in the City of Mahotomedi, to 54 days in the City of Mountain Iron,

Ten paid holidays are mandated by state law (MN Statutes 645.44, Subd. 5).
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or over ten weeks. This level of paid leave is clearly excessive compared to the private sector.

TABLE 12:
MINNESOTA CITIES AND COUNTIES WITH
THE MOST PAID LEAVE
City Maximum Leave Vacation Vacation Holidays Holiday
Granted (Days) Days Range* Range®
MOUNTAIN IRON 54 40 (35-40) 14 -
INTERNATIONAL 48 36 (30-36) 12 (12-13.5)
FALLS
TWO HARBORS 47 35 ——-- 12 ——-
HIBBING 46 35 (25-35) 11 —
DULUTH 4 33 (28-33) 11 (11-15)
EVELETH 44 30 ——-- 14 -—--
VIRGINIA 4 30 -—-- 14 (13-14)
CHISHOLM 43 30 (15-30) 13
STAPLES 42 30 -—-- 12 -—--
County Maximum Leave Vacation Vacation Holidays Holiday
Granted (Days) Days Range® Range*
ST. LOUIS 44 33 (29-33) 11 -
STEVENS 4 33 (24-33) 11 (10.5-11)
FARIBAULT 40 30 (22-30) 10 (10-11)
KOOCHICHING 39 27 - 12 (11-12)
KITTSON 38 27 ---- 11 —---
COOK 37 25 - 12 ----
ITASCA 37 25 -—-- 12 ----
LAKE 37 24 -—-- 13 -
- MOWER 37 25 - 12 (11-12)
RAMSEY 37 25 -—-- 12 -

Source: LMC and AMC Salary Surveys; DCA Stanton Metro Area Salary Survey

*The range indicates where different bargaining units have different levels of paid leave.
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SICK LEAVE BENEFITS
Sick Leave Policies of Private Sector Employers

Based on data from the DCA Stanton Survey of 99 business organizations in the
metropolitan area, and the U.S Department of Labor’s Publication on Employee Benefits In
Medium and Large Firms, private sector employers have a wide variety of sick leave policies
for their employees. These policies range from no paid time off for days missed due to accident
or illness, to partially paid leaves of absence (a percentage of actual salary is paid to the
employee), to fully paid leave time for time spent away from work due to accident or illness.

Nationwide, 32 percent of employees of medium and large sized firms are not eligible
for paid sick leave. These employees are required to take time off without pay or use annual
vacation allowances for accidents and illness. '

Most private sector employers that allow for paid sick leave cap the maximum number
of days which may be taken in any one year. In the private sector, the maximum number of
sick leave days allowed per year is often dependent upon the length of service of the employee.
The most common sick leave policies of medium and large firms allow between 5 to 10 paid sick
days per year. After one year of service, only 28 percent of all employees of medium and large
sized firms were allowed to take ten or more paid sick days per year. A number of private
sector employers require the employee to take 1 to 4 days of unpaid leave, per incident, before
they become eligible for paid sick leave benefits. These policies are intended to provide paid
leave for major illnesses and serious accidents, while discouraging time off work for minor
ailments.

Sick Leave Policies of Minnesota Cities and Counties

City and county sick leave policies are relatively standard for all units of government.
While the total number of sick days allowed per year ranges from 6 to 19 days, the vast majority
of cities and counties have adopted policies of 12 sick days per year. Unlike the private sector,
most cities and counties have established a maximum number of paid sick days that may be
accrued per year, regardless of the length of service of the employee. These accruals, however,
may be carried over from year to year.

Nearly all counties, and cities with population of 2500 or more, offer fully paid sick
leave for their employees. Furthermore, cities and counties generally allow employees to
accumulate unused sick leave from one year to the next. Many cities and counties allow
employees, under certain conditions, to cash in unused sick leave for vacation days or cash.
Unused sick leave is also often used as part of an employee’s severance package when they
terminate their employment with the local unit of government. Nationwide, 49 percent of the
employees of medium and large sized firms are allowed to accumulate unused sick leave.
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HEALTH INSURANCE
Health Care Benefits of Private Sector Employers

The provision and cost of health care benefits has been a topic of considerable national
interest for several years. Many studies have been done to determine the extent of uninsured
individuals in the nation and in specific states. A variety of state laws have been passed to
encourage employers to provide health insurance benefits to employees. Several bills have been
proposed to mandate employer health insurance coverage. Health insurance coverage has also
grown tremendously as an issue of contention between management and employee unions.

Minnesota came close to passing a health insurance bill to cover all uninsured
Minnesotans in 1989. Instead, the Health Care Access Commission (HCAC) was formed to
study the matter further. Research done by this Commission in 1990 found the following levels
of health care benefits by industry type in Minnesota:

TABLE 13: PERCENT OF EMPLOYERS BY TYPE OF INDUSTRY
OFFERING INSURANCE TO EMPLOYEES

Type of Industry Percent Offering Percent Offering Percent Offering
NO COVERAGE | SOME COVERAGE | FULL COVERAGE
School 0 19.5 80.5
Government!? 17.5 20.3 62.2
Miscellaneous 19.1 38.0 42.9
Manufacturing &
Mining 23.2 31.6 45.2
Church 28.0 26.0 46.0
Finance, real estate,
& insurance 314 32.2 36.4
Construction 41.2 29.0 29.8
Agriculture ‘ 41.4 25.3 33.3
Transportation 45.2 33.7 21.1
Retail and Sales 45.6 26.3 28.2
Other services 49.2 26.8 24.0

Source: HCAC

%ncludes many small Minnesota townships.
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The survey involved 1,125 Minnesota employers. Employers with at least one paid
employee in addition to the owner were included in the survey population. This means that the
sample includes very small as well as very large businesses, and part-time as well as full-time
employees. For the survey, employers were defined as providing "full coverage" if they:

1) paid at least 75 percent of the premium or fee for full-time employees;
2) paid any of the costs for insuring employees’ family members;

3) do not have a deductible that requires employees to pay more than $300 per
person or more than $1,000 per family each year; and

4) paid for any outpatient services, such as doctor’s office visits, laboratory tests,
or prescription drugs.

Employers were defined as providing "some coverage" if they met any but not all of
these criteria.

The Health Care Access Commission survey found that the types of industries, besides
schools and other governments, most likely to offer some level of health insurance coverage to
employees to be manufacturing and mining industries, churches, and finance, real estate and
insurance businesses. Those industries most likely not to provide health insurance coverage are
wransportation, retail and sales, and other services. Based on the survey, approximately 59
percent of Minnesota employers provide partial or full health care coverage for their employees.
Ninety percent of employers with 30-49 employees offer health insurance, while only 33 percent
of employers with less than five full-time employees offer coverage.

The Health Care Access Commission survey also found that the likelihood of health
insurance coverage varied according to how long an employer had been in business; almost 65
percent of employers in operation over ten years offer some health insurance coverage. This
survey also found that approximately 67 percent of private sector employers pay the full cost of
single health insurance coverage, and almost three-fourths pay 50 percent or more of dependent
coverage.

According to the Bureau of Labor Statistics, medical care is one of the most common
employee benefits in medium and large firms nationally. In 1989, medical care benefits were
provided to 92 percent of all full-time employees; this only varied slightly by occupational
group. Forty-eight percent of workers had the full cost of health care coverage paid by their
- employers; 31 percent had fully paid family coverage.
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Minnesota City and County Health Care Benefits

The Health Care Access Commission survey found that 100 percent of the public schools
and 82.5 percent of the government employers provide at least partial health insurance coverage
for their employees. The comparisons for private sector industries are: 76.8 percent of
manufacturing and mining; 72 percent for churches; 68.6 percent for finance, insurance and real
estate; 58.8 percent for construction; 58.6 percent for agriculture; 54.8 percent for
transportation; 54.5 percent for retail and sales; and 50.8 percent for other service industries.

Of the jurisdictions examined for our study (counties, metro and non-metro cities over
2,500 and school districts), 100 percent offered its employees one or more health insurance
plans, or provided money to purchase health insurance on their own. The difference between
the findings of the Health Care Access Commission survey and our study may be explained by
the differences in the survey populations: we have no information on benefits for townships or-
very small cities. The Health Care Access Commission survey sampled all levels of local
government, including townships and small cities.

Most local government jurisdictions in our survey cover the full cost of the employee’s
individual health insurance premium. Seventy-seven percent of non-metro cities under 2,500
paid the full premium for single coverage for their employees. For metropolitan cities over
2,500, 93 percent of the local governments paid the full premium for single coverage. For
counties, 78 percent of the local governments paid the full premium for single coverage.

PENSIONS
Pension Benefits in the Private Sector

According to the Bureau of Labor Statistics, 81 percent of all workers were covered by
at least one retirement plan in 1989. These plans include defined benefit plans (63 percent) and
defined contribution plans (48 percent).

Pension Benefits in the Public Sector

All full-time, permanent public employees are eligible to be covered by a retirement
program. Most are covered under one of the programs in the table below. The vast majority
of local government employees are covered by a defined benefit pension plan, meaning the
benefit paid to the retiring employee is based on years of service and salary at retirement, and
is not based on the amount the employee contributed into the pension fund.
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TABLE 14:

PUBLIC EMPLOYEE RETIREMENT PROGRAMS

ey

B PLAN

EMPLOYEES COVERED

Minnesota State Retirement System
(MSRS)

State employees; employees of the
Metropolitan Council, Metropolitan Waste
Control Commission, Metropolitan Sports
Commission, and most University of MN
non-academic personnel

Municipal Employees’ Retirement Fund
(MERF)

City of Minneapolis employees and
Metropolitan Airports Commission, some
Metro Waste Control Commission, and some

Individual Municipal Police and Fire
Retirement Funds

Hennepin County employees

Police officers and fire fighters in selected
municipalities

Public Employees’ Police and Fire Fund

Police officers and fire fighters not covered
under individual pension funds

Public Employees’ Retirement
Association (PERA)

Other municipal and county employees not
covered under one of the special plans above;
non-licensed school district personnel

Teachers Retirement Association (TRA)

Licensed and administrative school personnel

Sources: 1991 Twin Cities Metropolitan Area Salary Survey, Volume II: Employee Benefits. DCA Stanton

Group, July, 1991.

Minnesota School Boards Association.
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SECTION IV:
ISSUES --

FACTORS AFFECTING LOCAL GOVERNMENT SALARIES

Research Question:

What are the factors affecting local government salaries? Which factors have the
greatest effect on local government salaries?

As part of our research, we held a number of meetings with local government officials
to learn from them what factors they believe have the greatest influence on local government
salaries, particularly salaries over $50,000. Through these discussions, interviews with other
individuals involved with local government salaries, and other research we learned about several
significant issues related to local government salary and benefit policies that are somewhat
unique to the public sector. We believe it is necessary to consider these issues while making
comparisons between public sector and private sector salaries. Those issues are: unions and
the level of unionization in the public sector; the state’s pay equity policy; labor market
competition; and the statutory salary cap.

Unions in the Public Sector

According to national data from the Bureau of Labor Statistics, 43.6 percent of all
government workers nationwide were represented by a union in 1989. In contrast, only 13.7
percent of all private nonagricultural wage and salary workers were represented by a union
during that year. The U.S. Bureau of the Census stopped collecting state-by-state data on union
representation in 1981. The Minnesota AFL-CIO, however, estimates that 21 percent of all
Minnesota workers are represented by a union, including public sector employees. When
government workers are considered separately, the percent represented is likely much higher.
The cities of St. Paul and Minneapolis estimate their percent of total employees represented by
a union to be 98 percent and 94 percent, respectively. Ramsey County estimates 72 percent of
their work force to be union members; Hennepin County estimates 55 percent. Over 35 percent
_of just the local government employees earning over $50,000 are represented by a union.

- The degree to which an organization’s employees are organized will affect the way in
which that organization sets salary levels. The larger the union, the greater the ramifications
of a strike, and the greater the union’s ability to apply pressure to management during salary
negotiations. Levels of unionization are clearly related to salary levels. A study by the National
Conference of State Legislatures in 1990 found that the states with the highest average eaming
for state and local employees are highly unionized; the lowest states have low unionization.
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Government workers are organized to a greater degree than other categories of workers.
For local governments, however, the issue is not only public employee unions. In addition to
the bargaining power of unions, local governments have large groups of represented employees
who are classified under state law as "essential" employees. Essential employees include:

firefighters, peace officers, guards at correctional facilities, confidential
employees, supervisory employees, principals, and assistant principals. For state
employees, the definition includes all law enforcement employees, health care
professionals, correctional guards, professional engineering, and supervisory
collective bargaining units, and no other employees. (MN Statutes, Chapt. 179a,
subd. 7, 1991) ’

The Public Employment Labor Relations Act (PELRA) prohibits essential employees
from striking because a strike-related work stoppage by these employees could seriously
endanger the safety and welfare of the public. Because essential employees are prohibited from
striking, they are guaranteed the right to binding arbitration. This trade-off has ensured
uninterrupted services from firefighters, police officers, prison guards, and others.

Binding arbitration means that when the employer and the union cannot agree on a
contract, the matter goes before a professional arbitrator. The arbitrator acts as a neutral third
party during the negotiations. In the end, however, the arbitrator’s decision on the contract,
including wage levels, is binding on all parties.

According to several local government officials, the problem with the binding arbitration
process is that it has the potential to inhibit genuine good faith collective bargaining if the parties
rely on the arbitration process rather than the negotiation process. In addition, local government
officials expressed frustration at the concept of increasing their accountability to the taxpayer for
local government employee salaries. They question whether they should be held accountable for
these salary levels when binding arbitration effectively results in a delegation of their duties to
a non-elected professional arbitrator. As one city manager put it:

...the final salary and benefit levels for essential employees are often determined
by arbitrators, who have no short or long term interest in the impact of their
decisions on the organization, nor, more importantly, are they politically
accountable for tax increases that may logically follow. James F. Miller, City
Manager, Minnetonka (correspondence)

The effects of binding arbitration can reverberate throughout an organization. If an
arbitrator awards a large increase to an essential employee bargaining unit, this becomes the
benchmark for other groups in negotiations. Large increases for staff level employees can create
pressure to raise management salaries. In jurisdictions with a high percentage of unionization,
this overall effect can be particularly costly.

The pressure of union settlements on administrative salaries was repeatedly mentioned

to us in meetings as well as correspondence. City representatives particularly emphasized to us
how difficult it is to maintain "appropriate"” pay differentials between represented staff and non-
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represented managerial employees, especially police. This difficulty is further compounded by
the exempt and non-exempt classifications under the federal Fair Labor Standards Act.
According to Joyce Twistol, the City Clerk in Blaine:

The most impacting mandate on the federal level is the Fair Labor Standards Act
which classifies employees into two groups: non-exempt (eligible for over-time
pay) and exempt (not eligible for over-time pay). The impact of this mandate is
severe compression of wages between employees eligible for overtime and their
supervisors who are not eligible for overtime; i.e., police officers, police
sergeants, lieutenants and captains. (correspondence)

Several representatives told us that a salary freeze for non-represented employees, like
that proposed by the 1991 Minnesota Legislature, would magnify wage compression because
exempt employees, who are not eligible for overtime pay, would have their salaries frozen while
non-exempt employees could continue to receive raises and overtime. We were also told that
many of the currently exempt employees would quickly form unions and file for overtime. Will
Volk, the Employee Relations Director of Dakota County, wrote to us that:

proposed external controls will result in general salary compression between
employees below $50,000 and those currently compensated at that level. This
compression will negatively affect supervisor/subordinate pay relationships and
Sforce employees to seek third-party representation...it is also likely to result in
employee turnover as well as attraction and retention problems.

Several local officials expressed interest to us in changing the PELRA statute so that
public employers, at the time of a bargaining impasse, could determine if the employees were
essential or not, and if a work stoppage would threaten health and safety of its citizens. If the
employees were deemed essential, they would be prohibited from striking but guaranteed the
right to binding arbitration; if it was determined that there was no danger in allowing the group
to strike, they would be allowed to strike, and lose the right to binding arbitration.

Pay Equity

Minnesota has been a leader in establishing and implementing a policy of pay equity for
all public employees. Pay equity refers to the policy of paying all employees, regardless of
gender, a wage based on the worth of the job to the organization. The concept developed
following research that demonstrated clear-cut, persistent and sometimes large disparities in pay
between male- and female-dominated occupations, even when the skill or education levels
required were similar.

Following the successful implementation of pay equity in state government in 1983,"

UThe Legislature appropriated $21.7 million to implement pay equity for the State. By making the
appropriation, the Legislature was implicitly acknowledging that pay equity would result in increased salaries.
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the Legislature passed a law requiring local governments also to adopt the policy of pay equity
and to implement it based upon the principle of comparable worth. No appropriation was made
to facilitate this change.

Local government officials repeatedly point to pay equity as an important factor affecting
upper level salaries, in addition to the salaries of female-dominated classes of employees. The
effect of this policy, they contend, is similar to that of binding arbitration: pay raises due to
comparable worth adjustments narrow the pay differential between employees and their
supervisors, or causes the entire salary structure of the organization to rise.

We conclude from our study of this issue that the effects local governments are feeling
from the pay equity legislation are in fact a sign of its intended success. Pay equity for
government was introduced to correct the market’s traditional and persistent under-compensation
of female-dominated occupations. The difference in wages between the public and the private
sector indicate that pay equity has done just that. Some of the other changes in salary structures
are not the direct result of pay equity, but may be the result of additional forces magnifying the
effect of pay equity.

, Some local government officials suggested that they be permitted to use "market
considerations" in making comparable worth determinations and setting salary rates for female-
dominated job classes. However, our e