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IHTRODUCTION

This report contains the findings and analyses, and documents the
study methods employed, to produce recommended salary structures,
noncash adjustments, reclassifications, and concepts for organizing,
assigning accountability for, determining, and maintaining cash and
noncash compensation for State employees,

Specifically, this report will include procedures for maintaining classi-
fication and compensation systems, organization and accountability for
the compensation and classification system, ways of controlling the
award of merit increases, policy alternatives for dealing with exempt,
overtime and/or special conditions of work, criteria for establishing
unclassified positions, and the collapsing of gpecific classifications.

A later report will outline procedures for establishing required know-
ledge, ckill and ability, and desirable entrance requirements, and

any additional basis for collapsing and banding of specifications,

In August, 1975, the Commissioner of Finance and Administration
engaged Hay Associates to review and report on the classification and
compensation system for the employees of the State of Maine, This
study was prompted by concerns expressed by the Legislature, em-
ployees and employee representatives, key officials of the Executive
branch, and other interested bodies. History and the shadow of events
to come give substance to these concerns. The last reclassification
study that was implemented was dated March, 1951, The last reclassi-
fication study (not implemented) was reported in 1967, The current
pay grade structure was established in April, 1974, The 106th Leg-
~islature changed the budget preamble to gain control of an incr.easing
pressure for upwards reallocation of classes. 'Employ,ee labor or-
‘ganizations are currently seeking confirmed jurisdiction with expec-
tations for bargaining to begin within the next twelve months. The
traditional differences in status, security and pay between classified
and unclassified employees are being challenged and blurred. The
financial integrity of public institutions is bearing close scrutiny,

and taxpayers are asking more effectiveness on the part of these
institutions and their employees.

Thus, there is an apparent acceleration of events and pressures which
compel early consideration of the subjects dealt with in this report by
the State, and which compel the consultants to urge early decision on
and implementation of the recommendations contained in this report.

The Commissioner of Finance and Administration imparted a strong
sense of urgency at the beginning of the study which the consultants
attempted to carry forward in all phases of the project. The consul-
tants agreed, half way through the project schedule, to a requested



elevation in priority of the study of unclassified positions. Increased
utilization of computerized data analysis was undertaken, beyond that
originally projected, to improve the chances for completing the project
on schedule, Participating State of Maine employees faced unusual
demands for productivity and time commitment, Despite the pace of
the project, care was taken to assure that the opinion, ideas and under-
standing of knowledgeable individuals was evoked., Approximately
sixty individuals representing the Agencies, various Commissions,
Boards, and Employee Organizations attended an early briefing session
introducing the purposes, scope and priorities of the project, The
consultants received a high degree of cooperation and, with few excep-
tions, State employees delivered as promised.

Special recognition is due the Project Coordinator who efficiently or-
ganized and directed the State task force, and arranged for the multi-

tude of meetings, interviews, facilities and resources with dispatch

-and equaminity. Recognition of a special nature is also due the Deputy
Commissioner,. Finance and Administration, and the Director of the Office
of Employee Relations, each of whom provided the resources and influence
of their offices on numerous occasions, over and above their personal
participation in support of the purposes of the study. Others partici-
pating in, or otherwise supporting the study, include representatives

from most of the major Agencies of the State of Maine, The insights

and pergpectives of the Governor, members of the 'Leg*islative Council,
members of the Personnel Board, officials of Employee Organizations,

the Commissioner of Transportation, the Commissioner of Finance

and Administration, and the Executive Director of the Maine State
Retirement System were of substantial value and will serve as focal

points for many of the recommendations emerging with this and sub-
sequent reports, :






RECOMMENDATIONS IN BRIEF

Convert to a true merit pay plan:

D

Reallocate classes to pay grades based on
measured job content (Section VII).

Implement a salary schedule (Section III) for

‘all classified employees other than those em-

ployees whose class specifies and requires a
licensed physician,

Implement a salary schedule for all employees
whose class specifies and requires a licensed-
physician (Section III). :

Set salary levels in relation to the average actual
base salaries paid in appropriate markets (Section III).

Review annually and adjust (as necessary) salary
schedules in relation to appropriate market com-
parisons (Section V).

Convert steps X and Y (longevity steps) to merit
steps, thus producing merit ranges with seven
merit steps (Section III and V).

Establish progression, step to step, at a 5 percent
rate of increase (Section III).

Establish controls to limit funds provided to
agencies for merit step increases (Section V).

Train and coach supervisors to measure per-
formance, and administer salaries in relation to

performance.

Reward performance instead of length of service,
and provide greater rewards for the best performance.

Improve the efficiency and reliability of the classification process:

(<]

Maintain a schedule of interviews to validate re-
quests for reclassification (Section XI).

Upgrade the guality of written specifications.



o Evaluate each new or revised class by applying the
Hay Guide Chart, Profile method of evaluation.
(Section XI).

® Allocate new or revised classes to pay grades
in accordance with evaluation point ranges.
(Section VII).

® Provide for agency input to the evaluation pro-
cess. {Section VI).

Strengthen the noncash compensation program by:

® Reducing employee contributions for basic
life insurance to reflect net plan costs.

® Provide improved information resources to
employees about benefit programs.

® Solicit competitive quotation for medical in~
surance to agsure cost efficiency.

@ Examine the feasibility of reducing the level
of retirement benefits payable to individuals
terminating employment prior to age 60.

® - Consider the need to increase the $350. 00
surgical schedule in the medical plan.

° Reconsider the practice of linking increases in
retiree benefits to general increases for active
State employees.

Organize for improved management of compensation:

® Charter the Personnel Board in an advisory
(only) capacity (Section VI).

® Provide for appeals of evaluations by individual
incumbents through ascending management levels,
and with final arbitration if all levels are exhausted
(Section V).

® Separate classification operations (as now provided
within the Personnel Department) from Compen-
sation Planning and Research (Section VI).



Place the accountability for medical insurance
(as a benefit) with the Maine State Retirement
System (Section IV).

Assign accountability for the administration
of salaries of unclassified employees to Com-
pensation Planning and Research (Section VI).

Establish a policy for rewarding unclassified
employees that is consistent in intent with
similar policies for classified employees (Section X).






RECOMMENDED SALARY STRUCTURES

The several considerations underlying the creation of the recommended
salary structures include the objectives set forth for this study, an ex-
amination of salary structures used by the State of Maine dating back

to 1965, the testing of six structural variations for effect, the points

of view.expressed by individuals interviewed by the consultants, and

the consultants findings documented in Section VII, VIII, and IX of this report.

® The study's objectives called for proposed salary
ranges which... provide for pay which is compe-
titive with appropriate public and private employ-
ment labor markets, and which will provide incen-
tive for, and reward advancement.

@ Examination of past salary structures revealed
variations in the number of grades (41 to 47), the rate
of progression in ascending steps within ranges

- (4 to 5 percent). The spread between bottom and
top steps of a range (28 to 35 percent). However,
the number of steps remained constant at seven,

® Various combinations of salary grades and ranges
were produced and measured for salary cost effect
and employee impact, given the reallocation of
classes based on job content points. Grade com-
binations included 35, 39, and 41 grades, with point
range progressions including 1.077,1.09 and 1. 08
percent. An additional structure involving a 10 per-
cent rate of progression, required in excess of 60
grades, was discarded for this reason ( se many grades
would fail to provide adequate incentive for movement
from grade to grade).

e Interviews with the Governor, members of the Leg-
islative Council, member of the Personnel Board,
Officials of several (but not all) Employee Organi-
zations and the current heads of several agencies,
revealed many common points of view on the fol-
lowing specifics:

- Market comparisons should, in some respect,
include both the private and public sectors.



- State of Maine salaries should be comparable,
meaning at or close to the average of the ap-
propriate market.

- There is strong probability many existing
classifications are invalid, and the present
allocation of classes to pay ranges inequitable.

-~ The development of a true merit system would
be desirable.

The recommended salary structures are part of a larger recommen-
dation, outlined in the preceding Section II of this report. The con-
sultants would not recommend these salary structures, independent
of the other features of the larger recommendation, which includes:
converting of Steps X and Y to merit steps (instead of longevity); the
establishment of controls for the amount, number and frequency of
merit increases by agency; the training of supervisors and managers
in performance measurement and the administration of salaries for
State employees within their jurisdiction.



SCHEDULE [

Point
Grade Range A B C D E X Y
1 76 81 5205 5465 5739 6026 6327 6643 6975
2 82 87 5332 5599 5879 6173 6482 6806 7146
3 88 94 5458 5731 6018 6319 6635 6967 7315
4 95 101 5606 5886 6180 6490 6815 7156 7514
5 102 109 5775 6064 6367 6685 7019 7370 7739
6 110 118 5943 6240 6552 6880 7224 7585 7964
/ 119 127 6134 6441 6763 7100 7455 7828 8219
8 128 137 6344 6661 6994 7344 7711 8097 8502
9 138 147 6554 6882 7226 7588 7967 8366 8784
10 148 159 6786 7125 7481 7856 8249 8661 9094
11 160 171 7038 7390 7760 8148 8555 8983 9432
12 172 184 7291 7656 8039 8441 8863 9306 9771
13 185 198 7586 7965 8363 8782 9221 9682 10,166
14 199 214 - 7903 8298 8713 9149 9606 - 10,086 10,590
15 215 230 8240 8652 9085 9539 10,016 10,517 11,043
16 231 248 8598 9028 9479 9954 10,452 10,974 11,524
17 249 267 8977 9425 9896 10,392 10,912 11,458 12,031
18 268 288 9398 9868 10,361 10,880 11,424 11,995 12,595
19 289 310 9862 10,355 10,873 11,417 11,988 12,587 13,216
20 311 334 | 10,347 10,864 11,407 11,978 12,577 13,206 13,866
21 335 360 { 10,867 11,410 11,981 12,580 13,209 13,869 14,562
22 361 388 | 11,442 12,014 12,615 13,246 13,908 14,603 15,333
23 389 - 418 | 12,053 12,656 13,289 13,954 14,652 15,385 16,154
24 419 450 | 12,706 13,341 14,008 14,710 15,446 16,218 17,029
25 451 484 | 13,401 14,071 14,775 15,514 16,290 17,105 17,960
26 485 522 | 14,265 14,978 15,727 16,514 17,340 18,207 19,117
27 523 562 | 14,452 15,175 15,934 16,731 17,568 18,446 19,368
28 563 605 | 14,912 15,658 16,441 17,263 18,126 19,032 19,984
29 606 652 | 15,551 16,329 17,145 18,003 18,903 19,848 20,840
30 653 702 1 16,177 16,986 17,835 18,728 19,664 20,647 21,679
31 703 757 | 16,841 17,683 18,567 19,497 20,472 21,496 22,571
32 758 815 | 17,569 18,447 19,369 20,339 21,356 22,424 23,545
- 33 816 878 | 18,336 19,253 20,216 21,227 22,288 23,402 24,572
34 879 945 | 19,166 20,124 21,130 22,188 23,297 24,462 25,685
35 946 1018 | 20,061 21,064 22,117 23,224 24,385 25,604 26,884
36 1019 1097 | 21,031 22,083 23,187 24,347 25,564 26,842 28,184
37 1098 1181 | 22,080 23,184 24,343 25,561 26,839 28,181 29,590
38 1182 1272 | 23,190 24,350 25,568 26,847 28,189 29,599 31,078
39 1273 1370 | 24,724 25,960 27,258 . 28,622 30,053 31,556 33,133
40° 1371 1476 | 25,771 27,060 28,413 29,835 31,327 32,893 34,538
41 1477 1590 | 27,113 28,469 29,892 31,388 32,957 34,605 36,335




The schedules facing and following this page detail the pay ranges re-
commended for implementation by the State of Maine, coincident with
the reallocation of classes recommended in Section VII, and adoption
by the State, of recommendations for moving to-a true merit system of
compensation.

Those pay ranges (Salary Schedule I) arrayed over 41 grades; are
characterized by a spread of approximately 35 percent from Step A to Step
Y. FEach range of pay included seven steps, each step 5 percent higher than
the preceding step.

The salary levels at Step D of these ranges are generally comparable
(approximately equal or close to) with the average actual salaries of
labor markets appropriate to the State of Maine. Labor markets selected
as appropriate for comparison by the State include the local market
made up of Maine employers and adjacent States for grades 1 through

25 (76-484 points), and the market represented by the 12 Northeastern
States and Washington, D, C. reported in the Hay 1975 State Survey for
grades 26 through 41 (485-1590 points). These markets are selected for
comparison on the assumption they serve as major sources of labor for
the State, the local Maine market for non-exempt and lower level exempt
employees, and the Northeastern States for other employees. ‘

The following table illustrates this comparison:

Grade Grade Grade Grade Grade
1 16 25 35 40
76 240 480 960 1440
. Points  Points Points Points Points
Maine Salaries-Step D Proposed 6026 9954 15,514 23,224 - 29,835
Local Maine Employers-Avg. 5900 10,100 15,800
12 Northeast States and D.C.-Avg. 15,300 23,700 28,400

Fach Step D, selected as the control step for comparing salary ranges,
was calculated to provide a consistent relationship between grades one and.
twenty-five, and a second differing but consistent relationship between
grades 26 and 41. The formulae for calculating Step D in these grades are:

Grades 1-25: $24.39 P + 34100
Grades 26-41; $14.79 P + $8700

In these formulae, P is the middle point (or approximate middle point) of
the point range (developed through processes described in Section VII of
this report) for the grade.



Grade

Point

Range

(Physicians)

C

SALARY SCHEDULE Ia

Y

29

606
653
703
758
816
879

652
702
757
815
878
945

19,869.
20,495,
21,160,
21,888,
22,654,
23,498,

20,863,
21,520,
22,218.
22,983.
23,787,
24.673.

21,905
22,595

23,328,
24,131.
24,975,
25,905,

.67

.81
20
02
14
69

23,002,
23,727,
24,496,
25,339,
26,226.
27,203.

91
62
70
73
13
27

24,153,
24,914,
25,721,
26,606,
27,537.
28,563,

05
00
53
91

28

25,360,
26,159.
27,007
27,937
28,914.
29,991

70| 26,628.17

70 |
b1

05

30.
.60

27,467,
28,357.
29,333,
30,359.

31,490

946
1019
1098
1182
1273
1371
1477

1018
1097
1181
1272
1370
1476
1590

24,379.
25,350,
26,398.
27,509.
29,642.
30,090.
31,431,

25,598,
26,618.
27 ,718.
28,885,
30,495,
31,595,
33,003.

26,877,
27,947,
29,102,
30,328,
32,018,
33,173.

34,654

50
92
85
21
35
28
15

28,223,
29,347.
30,560,
31,847.
33,622,
34,834,
36,387.

78
82
60
33
13
91
86

29,634,
30,815,
32,088,
33,439,
.23

35,303

36,576.
38,207.

96
21
63
69

65
25

31,116,
32,355,
33,693
35,111.
37,068
38,405
40,029.

17
97

.06
68
.39
.48

41

32,671

33,973.
35,376,
36,866.
38,920.
40,324.
42,122,

09
38
27
37
51

2
04
95
47
98
89
57
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Impact-Pay Ranges, Schedule I

These salary schedules are reasonably competitive, and provide a
basis for consistent reward at a minimum 5 percent level for merit-
orious performance, and have the potential for the truly meritorious
performer to reach the top step of the salary range in much less than
six years,

Taken with the recommended reallocation of classes, with which this
recommendation is closely linked, the outside cost of increased sal-
aries to the State would not exceed 11,1 percent of payroll, The out-
side cost is estimated based on the approximate 10, 767 classified em-
ployees included in this analysis. The estimate assumes, for purposes
of cost comparison, that employees allocated to ranges higher than
their present range will occupy the comparable step in the higher range,
e. g., an employee at Step E in his or her current range will be at

Step E in the new higher range. The estimate also assumes for purposes
of cost comparison, that employees allocated to ranges lower than their
present range, will continue to enjoy their current salary.

Taking the same data, but assuming that all employees changing grade
will occupy a comparable step in the lower or higher grade, the fol-
lowing would result:

84 percent would receive higher pay.

16 percent would receive lower pay.
Schedule Ia - Physicians
Salary Schedule Ia (Physicians), is recommended for implemention by
the State coincident with Schedule I, and the reallocation of all classes
recommended in Section VII of this report. This schedule is to be used
for incumbents of positions requiring licensed physicians, however em-
ployed (practicing physicians or physicians occupying administrative
positions).

Pay ranges run from grade 29 through grade 41. Point ranges are i-

dentical with those specified for Schedule I. Each range is characterized

by a spread of approximately 35 percent, and includes seven steps, A through
Y, with each step 5 percent higher than the preceding step.

The proposed salary levels for Physicians are generally higher ($5000 higher
at Step D) than the salary levels proposed for other State employees oc-
cupying positions with equivalent measured content. The formula for cal-
culating Step D of Salary Schedule Ia is: Step D $ = 14. 79P + $13700,

11
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Impact - Physicians

Assuming (for cost comparison purposes) that individual Physicians
would occupy the same step of the proposed salary range (assigned on
the basis of points) as the step occupied in the present salary range,
the impact would be as follows: -

15 of the 21 Physicians' salaries covered in this analysis
would increase by a total approximately $32, 000.

Salary steps occupied by three Physicians would be lower than steps
currently assigned, for an aggregate decrease of $2300. This is not
considered an offset to increases for cost comparison purposes.
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NONCASH RECOMMENDATIONS AND FINDINGS

In the aggregate, noncash compensation programs (employee benefit
plans and personnel policies) are well-designed and appropriate from
the point of view of benefit levels and financial controls. There are
no significant gaps in coverage and no apparent duplication of benefits.
In terms of the value of noncash compensation provided for State
employees, we find the program to be slightly below the average of
noncash in the private sector for the following reasons:

e The lack of Federal Social Security coverage for State
employees.

e The absence of any supplement retirement program, (e,g,, stock
purchase, thrift/savings plan).

e Group life insurance which is essentially paid for by employees.

Elements of noncash compensation which are ''average'' or reasonably
typical of benefits in the private sector are:

e Blue Cross/Blue Shield and major medical which is fairly
competitive.

e Sick pay policy which is a quite typical practice.
® The number of holidays is standard.

Elements of noncash compensation which are above average in practice
include:

e A competitive retirement program which provides substantial
benefits at age 60.

e A vacation schedule which equals or exceeds practice in the
private sector.

Our specific recommendations for change in the noncash compensation
program are as follows:

1. Reduce employee contributions for basic group life insurance
to reflect net plan costs during the recent plan years.

2. Solicit competitive quotations for medical insurance in order
to ensure cost efficiency.

3. Improve communication of benefit programs particularly in the
area of medical benefits and the availability of a resource to
answer employer questions.
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On a long-term basis, the following issues should be considered:

1. The appropriateness of the $350 surgical schedule for the med-
ical plan.

2. The level of retirement benefits payable to employees termi-
nating prior to age 60,

3. Integration of employee benefit program administration within
one department.

In summary, noncash compensation for State employees is generally
competitive and appropriate for the environment.

4. The provision of tying increases in retiree benefits to general
increases for active employees is not in the best interest of
State finances; this policy should be seriously reconsidered.



Noncash compensation (employee benefit plans and personnel policies)
typically range in value from 25 percent to 40 percent of actual base
compensation. Thus, it is a critical element of total remuneration

and should be reviewed periodically to ensure its continued appropriate-
ness.,

In order to objectively assess noncash compensation, Hay has developed
a unique method of quantifying the value of benefits and policies. Stand-
ard factors are applied to each element of the program having a meaning-
ful economic value, and a''worth'' of noncash is developed at various
levels of evaluated position content. This allows for an evaluation of
internal equity and external competitiveness for noncash compensation
and total remuneration (base compensation plus noncash) in a manner
which is consistent with our base compensation methodology.

Service Company Comparison

As our first step in arriving at noncash and total remuneration con-
clusions, we compared State of Maine practice with our national data

base of 39 service companies. These employers are basically not for
profit organizations, i.e., hospitals, associations, blue cross/blue shield.
The noncash comparisons are as follows:

Average
Maine Service
Hay Points/Client Point Noncash Noncash
100/240 $2, 820 $ 3,475
200/480 4,050 ' 5,200
400/960 6,520 8, 000
600/ 1440 9,050 10, 900
The total remuneration comparisons follow:
Average
Maine Total Service Total
Hay Points/Client Points Remuneration Remuneration
100/240 $12,210 $12, 950
200/480 18,520 20, 200
400/960 30, 665 33,800
600/1, 440 42,570 46,100

15



It can be seen that both noncash and total remuneration practice for
the State of Maine lags behind this particular national average. It
should be pointed out that all employers in this service company data
base are participants in the Federal Social Security system and that
many maintain supplemental retirement plans in addition to the basic
pension plan.

New England Survey

As an additional comparison we have completed comparisons for 26 New
England employers who are participants in both the Hay Cash and Non-
cash Surveys. This group is a mixture of industrial and financial organ-
izations and most are national organizations headquartered in New
England. The noncash compensation comparisons are as follows:

Average New

Maine England Company
Hay Points/Client Points Noncash Noncash
200/480 $4, 050 $ 5,800
400/960 6,520 8,300
600/1, 440 9,050 12, 600

The total remuneration comparisons are as follows:

Average New

Maine Total England Company
Hay Points/Client Points Remuneration Total Remuneration
200/480 $18, 520 $22, 500
400/960 30, 665 37,700
600/1, 440 42,570 55, 500

It is clear that Maine noncash and total remuneration is substantially
below the average for this special New England group. It is very impor-
tant to remember that the most significant elements of noncash are salary
related---pensions, group life insurance, vacations, etc. Thus, to the
extent that base compensation for this group far exceeds Maine compensa-
tion practice, noncash and total remuneration will be substantially com-
pressed. In fact, Maine noncash as a percent of salary is not far removed
from the New England average of noncash as a percent of salary=---27
percent at 400 Hay points (960 Maine points) versus the New England
average of 31 percent., The substantial spread is more accurately attributed
to the significant difference in base compensation.

16



Special Survey Comparison *

As a final comparison, we'have compared noncash compensation for
the special local survey. This comparison is on an estimated basis
since these employers are not regular Hay clients and since not all
noncash data for this group was complete. The approximate noncash
comparisons are as follows:

Average
Maine Special Survey
Hay Points/Client Points Noncash Noncash
42/100 $ 2,100 $ 2,200
100/240 2,820 2,975
150/360 3, 450 3, 550
200/480 4,050 4,275

Essentially, noncash compensation for the State of Maine is compar-
able to the level provided by this special survey group. This is true
for both the absolute values illustrated and for noncash as a percent
of compensation.

Conclusions

Noncash compensation as a percent of base compensation is somewhat
below average. This position is not significant enough to substantially
influence total compensation strategy. In other words, the deviation
from "average'' noncash compensation practice is not sufficient to
warrant a compensating base salary adjustment.

This conclusion applies to the great majority of State of Maine employ-
ees, i.e., those not covered by a special retirement arrangement. For
those incumbents covered by special retirement arrangements (certain
law enforcement personnel and other designated positions) noncash com-
pensation is far above average, representing as much as 40 percent to
45 percent of base compensation. This level of noncash should be con-
sidered in reaching total compensation decisions for these positions.

* The Special Survey referenced herein consist of noncash data from
three municipalities, two state governments, two hospitals, one
bank and eight ihdustrial companies. In order to preserve confiden-
tiality the participants are coded by number on Exhibits I through VI.
Exhibit Ia following lists the participants by name.

17



RETIREMENT BENEFITS

The most important aspect of the Maine State Retirement System is
that State employees are not covered under Federal Social Security.
Thus, members are not covered for:

@ Old age benefits (retirement)
e Survivor benefits, or
e Disability insurance

under Social Security as are employees in the private sector and in

many instances, the public sector. Included in our special sample for
retirement comparisons are three states: New Hampshire, Vermont

and Massachusetts. Both New Hampshire and Vermont cover their
employees under Social Security while Massachusetts, like Maine, does
not provide Social Security coverage for its employees. In all com-
parisons, it is essential to factor in the presence or absence of Social
Security in order to achieve a meaningful assessment of the appropriate-
ness of the Maine System's benefit levels. See Exhibit I and II, in this
section, for Market Comparison of Retirement Benefits.

I. Retirement Income

A. Eligibility: Included positions (as specifically enumerated by State
Law) are required to become members as of their date of hire.

Note: Certain special positions - Forest Rangers, State Police, etc.,
are covered by different retirement provisions which are briefly dis-
cussed at the conclusion of this Section,

B. Member Contributions: Six and one-half percent of compensation.
C. Stéte Contribution: Actuariaily determined periodically - present-
ly about 1.6 times the member contribution (i.e., 10.5 percent of com-
pensation).

D. Unreduced Retirement Benefits

1. Eligibility: Age 60

2. Annual Retirement Benefit - 2 percent multiplied by Average Final
Compensation (the average of the three highest years of compensation),

the result multiplied by the number of years of Creditable Service (es-
sentially years of membership).
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State Comparisons

We have estimated the levels of retirement income payable under the
retirement systems of New Hampshire, Vermont and Massachusetts
(see Tables NC 1 and NC 2 at the conclusion of this Section). Maine
benefits payable to an employee age 65 (the most common retirement
age) with 30 years of Creditable Service are second only to Massachu-
setts benefits and significantly higher than Vermont and New Hamp-
shire benefits. However, when Primary Social Security benefits are
included as part of total retirement income, Maine Benefits are less
than total retirement income provided in the other three states. If we
assume that employees pay one half of the cost of their Primary Social
Security benefit, the inclusion of one-half of that amount in total re-
tirement income places Maine benefits in a comparable position with
New Hampshire and Vermont. At age 60 with 25 years of Creditable
Service, Maine Benefits are equal to Massachusetts benefits and sub-
stantially higher than New Hampshire and Vermont benefits. Again, we
would point out that New Hampshire and Vermont employees will be
eligible for Social Security Benefits as early as age 62 with full benefits
payable at age 65,

Survey Comparisons

In order to provide further assessments of the appropriateness of Maine
retirement benefits we have illustrated Maine benefits against the
"average' retirement benefit for Hay Survey participants. For the aver-
age retirement benefit, we have assumed 50 percent of average final
compensation less one-half of Primary Social Security. This assumes
30 years of service at age 65 (Table NC 3 is at the conclusion of this
Section).

Our illustration shows that Maine benefits are somewhat below the

total of survey average retirement benefits plus Primary Social Secu-
rity for average Final Compensation of less than $25,000 and slightly
higher above that level. Once again, Maine benefits are substantially
greater than the survey average benefits considered alone but Social
Security benefits must be considered as a source of retirement income
and the ""average plan' illustrated would typically be non-contributory
(Maine employees presently provide 35 percent to 40 percent of the total

annual contribution for State employees).
Overall Comment

The retirement income produced by the State Plan at age 65 is compe-
titive both within the public and private sector. At the same time it is
not unduly generous, it is fiscally responsible and provides adequate

retirement income. The availability of unreduced retirement benefits
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at age 60 must be termed as ''liberal’ but should be viewed in the con-
text of the total system, in terms of the number of members who actual-
ly retire at age 60 (as oppossed to age 65) and in light of a stated-or
implicit-objective of providing opportunities for younger State employees.

E. Early Retirement Benefits

1. Eligibility: Any age with 25 years of Creditable Service.

2. Annual Benefit: A benefit computed using the basic formula (2 per-
cent x average final compensation x years of Creditable Service) but

actuarially reduced to reflect the period for which payments will be
made. The following is illustrative of the actuarial reductions:

Early Retirement %
Age Reduction
57 8.0%
53 16. 7%
50 22.1%

Comment

The most common requirement to have benefits commence prior to
normal retirement within the private sector is the attainment of a
certain age (usually age 55) and the completion of a minimum number
of years of service (e.g.,10 years). While the absence of an age re-
quirement for the Maine Plan is quite favorable, the requirement of

25 years of service is quite restrictive. The following illustration pre-
sents this situation

Age: 55 Average Final Compensation: $10, 000
Credited Service Years:
10 20 .25 30
Hay Survey
Average * $585 $1, 165 $1, 461 $1, 750
Maine Not Not $3, 895 $4,674
Available Available

* Assumes 50 percent actuarial reduction, i.e., 5 percent per year
under age 65.

For shorter service employees, early retirement benefits are not avail-
able from the Maine Plan,but longer service employees fare far better
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than their counterparts in the private sector. This generous provision
should be reveiwed for consistency with long-term State objectives.

F. Vested Rights to Deferred Benefits

1. Eligibility: Ten years of Creditable Service and non-withdrawal of
member contributions.

2. Annual Benefit: A benefit payable at age 60 using the basic retire-
ment formula as applied to Average Final Compensation and Creditable
Service at termination.

Comment

The service requirement of ten years is quite appropriate as compe-
titive. The payment of full vested benefits at age 60 is far more gene-
rous than the private sector.

G. Post-Retirement Income Adjustment: All system retirement bene-
fits are either increased or decreased by a percentage equal to any
general adjustments in state salaries made to active state employees.

Comment

This provision is sometimes present in public plans but almost never
found in private plans (with the possible exception of negotiated plans).
The most common practice is to review retiree benefits periodically,
and if an increase is warranteed by changes in the cost of living and if
such an increase is financially feasible, a unilateral action to increase
retiree benefits is taken by the employer.

II. Survivors Income

A. Pre-Retirement: Beneficiaries of members with 18 months of serv-
ice during the 42 months preceding death will be eligible for death bene-
fits as follows (after 7/1/76 the service requirement will be eliminated,
i.e., all members will be eligible when hired):

Monthly Benefit

Spouse $100
Spouse + 1 child 200
Spouse + 2 children 250
Spouse + 3 children 300
1 Parent > 100
2 Parents * 175

* Applies only if there is no spouse or dependent children.



Comment

This provision takes the place of survivor benefits which would other-
wise be paid under Social Security. This feature provides excellent
coverage and the liberalized eligibility as of 7/1/76 is quite appropriate.

B. Post-Retirement: Standard optional payments are available.

III. Disability Income

A. Occupational Disability: 66 2/3 percent of Average Final Compen-
sation less Workmen's Compensation if payable.

B. Nonoccupational Disability: If 10 or more years of Creditable Serv-
ice, disability benefits are equal to 90 percent of the retirement benefit

which would have been payable as if the member continued in employ-
ment until age 60.

Comment

The present provision creates a gap with regard to shorter service
employees who are disabled for nonoccupational reasons. As of

July 1, 1977, this gap will be closed and disability will be treated alike
regardless of reason, i.e., 2/3rds of Average Final Compensation will
be payable. This will correspond to the private sector's long-term
disability coverage and will provide adequate benefits.

IV. Special Retirement Benefits

Certain classifications receive retirement income based on special
provisions and benefit formulae. This would include-

Group Retirement Benefit
Airplane Pilots 50% AFC at 55/25
Liquor Inspectors 50% Final Comp. at 55/25
Forest Rangers 50% Annual Comp. at 50/25
Maine State Prison 50% AFC at 50/20
Law Enforcement and 50% Annual Comp. after
State Police 20 years

Special treatment of those involved in the protection of the public and/
or involved in hazardous duty has been standard practice in the public
sector historically. We would make two comments in this regard.

1. The extra value of these special arrangements should be factored
into compensation decisions for these special classifications.
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2. Inclusion of these special classifications should be reviewed period-
ically to ensure that these arrangements are consistent with public
policy and state objectives,
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DEFINITION:  Accountability is the answerability for an action
and for the consequences thereof. It is the measured effect of
the job on end results. It has three dimensions in the following
order of importance:

© Frgedom to Act - the degree of personal or procedural control
and guidance as defined in the left-hand column beiow.

©® @ Job Impact on End Results - as defined at upper right.
®® ®Magnitude - indicated by the general dollar size of the areals)

most clearly or primarily affected by the job (on an annual
basis), stated in terms of Constant Dollars, 1965 Base.

STATE OF MAINE
SEPTEMBER 1975

GUIDE CHART

ACCOUNTABILITY

© HAY ASSOCIATES 1975

© 0 IMPACT OF JOB ON END RESULTS

REMOTE: Informational, recording, or incidental services for use by
others in relation to some important end result.

CONTRIBUTORY: Interpretive, advisory, or facilitating services for
use by others in taking action.

SHARED: Participating with others (except own subordinates and
superiors), within or outside the organizational unit, in taking
action.

PRIMARY: Controlling impact on end results, where shared accounta-
bility of others is subordinate.

: (‘il)rq\l/)i?‘é:m&%rga (2) SMALL (3) MEDIUM {4) LARGE {5) VERY LARGE
602 MAGNITUDE———3= Under $100 M $100 M - $2 MM $2 MM - $20 MM $20 MM - $200 MM $200 MM - $2 MMM
AM! for use in (4 75is /53 J————AMI EQUIVALENT ——3=
© 6 IMPACT - [REMOTE| CONTRID.] SHARED | PRIMARY IREMOTE [CONTRIB.| SWARED | PRIMARY | REMOTE|CONTR1B. | SHARED | PRIMARY |REMOTE | CONTRIB.] SHARED | PRIMARY [REMOTE CONTRIB. SHARED | PRIMARY
° A. PRESCRIBED 10 14 19 25 14 19 25 33 19 25 33 43 25 33 43 57 33 43 57 76
These jobs are subject tor  ctions 12 16 | 22 29 | 16| 22| 20} 38 22| 20| 38| 50| 20| 38 50 66 | 38| 50 66 | 87
Close supervision
14 19 25 33 19 25 33 43 25 33 43 57 33 43 57 76 43 57 76 100
|
- B. CONTROLLED 16 22 29 38 22 29 38 50 29 38 50 66 38 50 66 87 50 66 87 115
These jobs are subject to:
o Instructions and established work routines 19 25 33 43 25 33 43 57 33 43 57 76 43 57 76 100 57 76 100 132
Close supervision
22 29 38 50 29 38 50 66 38 50 66 a7 50 66 87 115 56 87 115 152
<
C. STANDARDIZED 25 33 43 57 33 43 57 76 43 57 76 100 57 76 100 132 76 100 132 175
These jobs are subject, wholly or in part to:
Standardized practices and procedures 29 38 50 66 38 50 66 87 50 66 87 115 66 87 115 152 87 115 152 200
General work instructions
Supervision of progress and results 33 43 57 76 43 57 76 | 100 57 76 | 100 | 132 76 | 100 | 132 175 | 100 | 132 1751 230
o
D. GENERALLY REGULATED 38 50 66 87 50 66 87 115 66 87 115 152 87 115 152 200 115 152 200 264
- These jobs are subject, wholly or in part, to:
Practices and procedures covered by precedents or well- 43 57 76 100 57 76 100 132 76 100 132 175 100 132 175 230 132 175 230 304
defined policy
Supervisory review 50 66 a7 115 66 87 115 152 87 115 152 200 115 152 200 264 152 200 264 350
E. D‘REFTED . N " 57 76 100 132 76 100 132 175 100 132 175 230 132 175 230 304 175 230 304 400
These jobs, by their nature or size, are subject to: N
cti functi
= Bfgfgceg;am;;i;;g“ procedures covered by functional 66 87 | 115 | 152 g7 | w15 | 152 | 200 | 115 | 152 | 200 | 264 | 152 | 200 | 264 | 350 { 200 | 264 | 350 460
Managerial direction _
o 76 100 132 175 109 132 175 230 132 175 230 304 175 230 304 400 230 302 400 528
a F. GUIDANCE 87 115 152 200 115 152 200 264 152 200 264 350 200 264 350 460 264 350 450 608
These jobs are inherently subject orly to broad policy and 100 132 175 230 132 175 230 304 175 230 304 400 230 304 400 523 304 400 528 700
w general management guidance.
115 152 200 264 152 200 2564 350 200 264 250 460 264 350 460 608 350 450 608 800
“ G. GENERAL GUIDANCE 132 175 230 304 175 230 304 400 230 304 400 528 304 400 528 700 400 528 700 920
These jobs, by reason of their nature or size, independent
-4 .
complexity and high degree of effect on State operations are 152 200 264 350 200 264 350 460 264 350 460 608 350 460 608 £00 460 608 800 : 1056
subject only to guidance from the Governor's office.
w 175 230 304 400 230 304 400 528 304 400 528 700 400 528 700 920 528 700 920 ;: 1216
H. GOVERNOR/CHIEF JUSTICE 200 264 | 350 | 460 | 264 | 350 | 460 | 608 | 350 | 460 | €08 | 800 | 460 | 608 | 800 | 1056 [ 608 | 800 | 1056 | 1400
These jobs are subject only to the limitations of the State 230 304 400 528 304 400 528 700 400 528 700 920 528 700 920 1216 700 920 1216 1600
Constitution as it pertains to the Executive or Judicial
Branch. 264 350 460 6ng 350 460 608 800 460 608 800 1056 608 800 | 1056 1400 £00 1056 1400 | 1840

AC





