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Introduction – Points of Interest

1. The charge of this workgroup is Cost Comparisons of Wages and Benefits as they relate to the Non-Profit Sector’s health, i.e., meaning financial health as it relates to service delivery to many of Connecticut’s most vulnerable citizens. The focus of the Cost Comparison Workgroup is the human service Non-Profit sector that receives funding from a variety of state agencies such as DMHAS, DDS, DCF and DSS and the federal government.

2. The NonProfit Sector is a group of small businesses that receive taxpayer dollars from a variety of state agencies, especially those mentioned above.  They are site visited and monitored for compliance to the state rules and regulations by each agency from whom they receive funds.

3. Some Non-Profit agencies report that some of their staff in certain occupations are paid so little that they qualify for the HUSKY program and food stamps and that they take advantage of those services to be able to live.  These staff are working with clients who are also on HUSKY and receiving food stamps, making the separation between staff and client quite marginal at best.   

4. The workgroup in no way assumes that either the delivery of services of the NonProfit and State Sector provides better services than the other.  Rather, there are environmental/cultural considerations that display an imbalance in the environment in which each sector exists.

5. The Non-Profit providers have received no increase in three (3) years and over a 15-year period have received annual increases of about 1.2% on average.  Because the state offers better long-term benefits than the Non-Profit Providers are able to offer given funding levels, the state is better able to maintain staff.  More employee stability provides state employees with higher wages due to automatic annual salary increases.  

Size of the service delivery system makes a difference

1. Because the state service system is large, wages and benefits can be established through collective bargaining with workers receiving union protection and representation during negotiations.  The Private Non-Profit sector has trade associations to represent them, but they do not engage in bargaining and contract negotiations for their individual membership agencies.  Some nonprofit agencies are unionized but it is a very small percentage of the overall number of nonprofit agencies although they tend to be some of the larger agencies.

2. Because the nonprofit human service system consists of a large number of separate, community, grass roots organizations, each organization has a separate set of missions, operating principles, staffing patterns.  They have developed as a result of communities within the state wishing to address the social service needs for citizens of their communities.  As a result, most nonprofit agencies have developed a patchwork of funding streams to support the delivery of their services.  For example, an agency may receive funding from a variety of state agencies such as DDS, DMHAS, DOC, CSSD, federal dollars through Medicaid, NIDA, NIAAA, CDC, DOJ.  In addition, the agency will oft en have a significant donor-based fundraising activity. 

Wages:  Due to limited staff and time constraints, the workgroup limited its analysis to the following items:

1. Job Title and Job Descriptions do not easily compare between the state and Private Non-Profit Providers.  The Cost Comparison Workgroup settled on five (5) job titles and descriptions to review because some similarity between positions in each sector could be addressed.  They are as follows:

· Mental Health Assistant I (DMHAS)

· Developmental Services Worker 1 (DDS)

· Registered Nurses

· Social Workers

· Information Technology (IT) workers

2. Entry Level Positions

a. The Committee found that there were similar job descriptions and duties within the Mental Health Assistant 1 (DMHAS) and the Developmental Services Worker 1 (DDS), both on the state side.  As noted in this workgroup’s Preliminary Report, “The payscale for MHA1 is $21.35 to $28.75 while for DSW1 is $19.44 to $26.35.  These rates are significantly higher than comparable position in the private NonProfit sector.  A survey by DDS of the annual reports of its eight largest providers showed a high wage rate (17.03) that was below the minimum DSW1 rate.”  That difference over one year based on a 40 work week amounts to a difference of $8,986 –  $24,378 in wages.  The information from DDS is based on the eight largest providers.  If we assume that other medium to small agencies cannot pay what the larger agencies pay, the disparity would be even more significant.    

b. Comparison data from DDS and CCPA’s most recent Private Non-Profit salary survey on Group Home staff showed another significant wage disparity.  The Developmental Services Worker 1 full time hourly  average was $25.41 compared to $14.50 in the NonProfit Sector.  This disparity calculates a $22,693 annual salary difference between the sectors using a 40-hour work week for 52 weeks.  

3. Social Workers

Data from the Commission on Enhancing Agency Outcomes (CEAO) showed a significant wage difference that on an annual basis amounted to almost a $22,000 difference in annual salary. 

4. Nurses and Information Technology


With regard to both the Nursing and Information Technology staff, it was shown that each of those positions are “market driven” and each sector essentially has to pay market rates in order to employ necessary nursing and IT staff. 

Benefits:   The difference in benefit structure between the Private Non-Profit and State sectors is most apparent with regard to Pension, Retirement and Health Insurance.

1. Pension & Retirement


Defined-benefit pensions are virtually non-existent in the non-profit sector.  The ability of the State to provide pensions adds an element to the Wage and Benefit equation that produces a significant, incomparable imbalance between the two (2) sectors.  

Cost of Retirement Benefits for State Employees and Retirees 

According to the audit report dated November 15, 2010*, as of June 30, 2010 there were 50,064 active members (current employees) and 41,782 retired members and beneficiaries in the Connecticut State Employees Retirement System.  For FY2012, the normal annual required contribution will be $296,567,797 or 9% of annual compensation, averaging 5,923.78 per active employee as of June 30, 2010.

This average includes employees in all “tiers” of the employee retirement system.  Tier I employees (hired before July 1, 1984) contribute 2% of their salary.  Tier II employees (hired between July 1, 1984 and June 30 1997) receive reduced benefits but do not have to make and contributions, and Tier IIA employees receive Tier II level benefits also contribute 2% of their salaries.  Just over half of current employees (26,136 of the 50,064) are in Tier IIA.  Each tier also contains a significant number of employees in “Hazardous” groups.  6,185 of the current Tier IIA employees are in the hazardous category.  

State normal cost contribution as percent of member payroll for Tier IIA Regular (nonhazardous) employees is 4.6% of member payroll.  (Source: OLR 2010-R-0268)

While not a cost of current employment, a major cost of the state retirement system is the accrued liability.  Again according to the audit report, payment toward this liability should be 22.06% of payroll or $14,519 per current employee in order to reduce the liability to 0 by the year 2032.  While these ratios are of interest and are used for budgeting purposes, they do not reflect the cost of a current employee.  Should the number of state employees be reduced, the required total payment toward the accrued liability would be the same and so the ratio and cost per employee would rise.

· State Early Retirement Incentive Program:

The state offers a defined benefit plan with retirement benefits based on the average of the highest three years of salary and years of service.  In the past, the state has used early-retirement mechanisms to reduce the high cost staffing levels although these have often added to the long-term costs of the state.  

· No NonProfit Early Retirement Incentive exists

When the employees of a NonProfit provider retire, they retire with whatever they have saved and there are no incentives or longevity or health  care or other benefits.  Some nonprofit agencies are not able to provide retirement funding at all.

Cost of Retirement Benefits for Private Nonprofit Providers

Based on annual reports submitted to DDS for FY 2009 retirement expense was $25,633,191 or 2.97% of total salary of all providers.  

The 2008 CT Nonprofit Employee Benefits Study does not have a section on retirement benefits.

Seven of the eight largest DDS providers responded to an informal survey regarding retirement benefits.  Most reported no defined benefit plan at all.  The two that did either require equal contribution from the employee or contributes 5% of annual salary.  The others do make a defined contribution plan available although not all match any employee contributions.  When some match is provided it is much less than dollar for dollar with the maximum employer contribution between 1% and 2.5% of employee salary.

2. Health Insurance:  

The state provides its employees with health benefits that provide a choice that is greater than private non-profits can provide.  The benefits provided by the state to its employees carry a cost structure that is high per employee.  Because of the size of its budget, the state has many options to respond to an increase in health care benefits and can often absorb these increases without harming direct services provided by the state.

Cost of Health Insurance Benefits for State Employees

State employees are eligible for a comprehensive set of health insurance benefits.  As of September 31, 2010 the state had approximately 52,481 permanent full-time employees.  In FY 2011, the state budgeted $524.6 million to provide its employees with health insurance or approximately $10,000 per permanent full-time employee.  (OLR 2010-R-0479) 

However, Appendix I of the Commission on Enhancing Agency Outcomes reported that the average state employee compensation for Health Insurance is $12,173 or 18.52% of salary.

Data from CORE-CT show that medical insurance for DDS Employees is 17.83% of salaries and wages.

Note, this is the average cost to the state and does not include the employee premium share.  Under the plans presently available, a single employee will pay $495.30 annually for the least expensive policy (including dental).  The most expensive family plan currently open costs the employee $3,597.88 annually.  (OLR 2010-R-0479).

Cost of Health Insurance Benefits for State Retirees

One significant cost to the state without a parallel in the private-nonprofit sector is the cost of retiree health insurance.  According to the Office of Legislative Research (2010-R-0479) the state funds retiree health insurance on a “pay as you go” basis and the state budgeted $595.3 million for FY11 for this expense.  According to the same report there are 41,910 active retirees, so the annual cost to the state is $14,204 per retiree.  This figure includes retirees who participated in programs offering early retirement incentives.

Presumably in future years some of this cost will be partially offset by the employee retiree health insurance fund established as part of SEBAC 2009.  Employees hired on or after July 1, 2009, and existing employees with less than five years of state service as of July 1, 2010 must contribute 3% of their pay to a retiree health insurance fund until they reach 10 years of service.

Cost of Health Insurance Benefits for Private Nonprofit Providers

Based on annual reports submitted to DDS for FY 2009 health and insurance expense was $100,056,997 or 11.58% of total salary of all providers (this applies to DDS only).  

The 2008 CT Nonprofit Employee Benefits Study reported that 92.7% of nonprofits provide group health insurance to employees and 74.4% provide dental coverage.  According to this report, the average cost of all organization-paid fringe benefits was 25.3% of payroll including tuition assistance, counseling services, paid time off and applicable taxes such as Social Security.

Nonprofit providers have reported receiving regular and large increases in premium costs for the health insurance they provide their employees.   When these increases occur, the providers have three options:  reduce the level of benefits they provide their employees, reduce staffing levels and reduce service levels.  There has been no increased state funding to cover these costs.  Most state contracts, regulations, or licensure preclude service level changes without prior state approval.
Recommendations:

The workgroup endorses the principles that a healthy Private Non-Profit sector is vital to the citizens of Connecticut, particularly to the many families and individuals served by the Private Non-Profit providers.  The Nonprofit Health and Human Service providers must be recognized as partners with the state in the provision of essential services to Connecticut’s most vulnerable citizens.  It is imperative that the State provide a system of adequate funding and support to ensure appropriate, high quality services by Private Non-profit providers now and in the future.  This can only be achieved by working together in a true partnership.

Wages:

While the state’s current fiscal situation may preclude immediate action, the state should commit to funding Private Non-Profit providers at a level that would allow the Private Non-Profit sector to raise the wages of its lowest paid workers and to implement a salary structure that would allow the Private Non-Profit sector to recruit and retain a qualified workforce.  

Health Insurance

To attract and retain a qualified workforce and to ensure the health of its employees, the Private Non-Profit sector needs to provide comprehensive employee health benefits.  The state’s contracts, rate, and fee structure need to support this goal.

Retirement Benefits

Through its contracting procedures, the state should provide financial incentives to Non-Profit Providers to establish or enhance retirement benefit programs.  Carefully structured retirement benefits could provide an incentive for employee longevity, reducing the costs and service discontinuity associated with staff turnover.

NOTE:  Much of the data used in these discussions are attributed to the support of DDS.  Other state agencies did not collect data in a fashion that could engage in good wage comparison discussion.
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* Report of Cavanaugh Macdonald Consulting, LLC to the Office of the State Comptroller and the State Employee Retirement Commission, November 15, 2010.
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