 

REPORT RECOMMENDS CHANGES IN PUBLIC WORKFORCE PAY 
Minnesota public employee compensation is largely out of sync with the private sector and threatens the sustainability of public services, according to a report released December 9 by the Minnesota Chamber of Commerce and NAIOP Minnesota, the Commercial Real Estate Development Association. Several elements of public employee compensation must be reined in and reformed to ensure that governments can continue to deliver quality services and fulfill obligations in a cost-effective manner. 

The study, “Minnesota Public Sector Compensation,” conducted by the Minnesota Taxpayers Association (MTA), estimated that state and local governments in Minnesota spent at least $4 billion in calendar year 2009/Fiscal Year 2009 on compensation features with “weak or no” relationships to public sector outcomes. Mark Haveman, MTA executive director, underscored that the $4 billion should not be viewed as potential savings to state and local governments. Instead, policy-makers should use that savings to pursue opportunities to reform compensation practices and labor laws in ways that increase government flexibility and reward productivity.  
 
The report will be the foundation for several legislative recommendations advanced by the Minnesota Chamber, the state’s largest business advocacy organization, and NAIOP Minnesota.

“The challenging economy and changing demographics are placing great strains on the ability of state and local governments to deliver essential programs and services,” said David Olson, Minnesota Chamber president. “Our recommendations are an effort to sustain the most essential services to preserve the quality of life for all Minnesotans while making the best possible use of tax revenues.”

Kaye Rakow, director of public policy for NAIOP Minnesota, said her members are increasingly concerned about rising local taxes on business property. “Our members work closely with local governments and recognize the value of a skilled public sector workforce. We also recognize that labor cost structures play a very influential role in property tax bills and that Minnesota’s job-creating businesses heavily subsidize other property taxpayers. As a result, we are keenly interested in supporting workforce reforms built on principles of performance and productivity.” 

The report has two parts. The first segment compares costs and trends among public sector and private sector pay and benefits. The second set of research identifies opportunities to implement results-oriented workforce reform.

The report’s recommendations include:

         Improve taxpayer understanding of public sector compensation by creating more transparent key labor provisions and explaining their impact on government budgets and property taxes 

         Reform public pensions to reduce cost pressures on government operations and the current degree of taxpayer risk 

         Reform outdated compensation practices and statutes governing the ability of public human resource management to better reward performance and productivity 

         Reform Minnesota’s prevailing wage law so the prevailing wage more closely reflects average wages 

While many of the findings and recommendations address structural issues pertaining to the public sector workforce, they also have relevance to near-term budget balancing concerns. Examples include current cost-sharing arrangements among governments and employees for health care premiums, pension contributions and state mandates requiring partial subsidization of early retiree health care. 

“The cost of government services is growing faster than our economy, and our ability to pay. We aren’t receiving the outcomes that Minnesotans expect and deserve,” Olson said. “Government redesign promises to be at the forefront of the 2011 legislature.”

