
TO: 
ATTN: Deborah Edgerly 
FROM: Finance and Management Agency 
DATE: December 16,2003 

RE: A SUPPLEMENTAL REPORT REGARDING A SALARY PLAN FOR 

Office of  the City Manager 

UNREPRESENTED EMPLOYEES 

SUMMARY 
At the Finance and Management Committee meetings of October 28,2003 and December 9,2003, the 
Committee reviewed a recommendation for a salary plan for unrepresented employees. After a 
discussion of the plan, the Committee agreed to implement a 3 percent general increase for Unit U31 
(Confidential Employees) and UKI (Executive Employees), with a 3 percent additional employee 
retirement contribution for FY04 and FY05. Also, the Committee approved future general and merit 
increases for Unit U31 comparable those negotiated with IFTF'E, Local 21, The Committee moved 
the recommendation of Unit UKI general and merit increase plan and the adoption of 50 percent 
ranges for unrepresented employees to the December 16 City Council meeting. The Committee 
requested a comparison of the existing annual salary ranges to the proposed ranges for the LKI 
classifications including the current and proposed percentage difference between the UK1 
classifications and their direct report classifications. 

FISCAL IMPACT 
Funding for the 3 percent general increase and merit increases are included in the FY03-04 budget. 
Staff does not anticipate any additional cost in the current fiscal year for implementing the 50 percent 
salary range for unrepresented classifications. 

BACKGROUND 
Unit UKI is comprised of executive management positions from the City Manager to the department 
head level. The U3lunit is comprised of confidential managers and employees who have the 
authority to speak in the name of policymakers or whose work requires vague or broad 
responsibilities including labor relations matters. At the October 28,2003 Finance and 
Management Committee meeting, the Committee approved a 3 percent salary increase for FY04, 
with a 3 percent additional employee retirement contribution for FY04 and FY05 for unit U31 
employees. This increase is the same granted represented employees. Additionally, the proposed plan 
provides for 50 percent salary ranges developed by Public Sector Personnel Consultants. That is, the 
high point of the range is 50 percent above the low point. Current ranges provide for an approximate 
20 percent difference between the bottom of the range and the top of the range. 
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The 50 percent range is standard practice in modem compensation systems. Public Sector Personnel 
Consultants, in their January 2003 report to the City Council, developed 50 percent ranges, based on a 
nationwide market study, and adjusted for local cost of living. 

The table in Attachment A provides the comparison requested by Council of current annual salary 
ranges for UKl classifications to the proposed 50 percent ranges. The table in Attachment B provides 
the percentage difference between the mid point of the current and proposed salary ranges for UK1 
classifications and one of their subordinate classifications. 

KEY ISSUES AND IMPACTS 
The adoption of the 50 percent range for unrepresented classification as recommended by staff in 
concurrence with the consultant will allow the City of Oakland to adopt the best practice model. This 
model provides the City with the opportunity to hire new staff at a lower rate of pay and increase their 
compensation as their skills develop and improve. The broad range also provides incentive for 
retention of experienced tenured staff. 

The proposed salary plan for UK1 employees separates the executive management from other 
represented and unrepresented classifications for the purpose of general and merit increases. While 
general increases for other unrepresented and represented employees will be based upon negotiated 
agreements with labor unions, the executive plan provides for general increases for the executive 
management to be determined by the Consumer Price Index and in alternate years, market survey 
data. This eliminates the current practice of executive management receiving increases comparable to 
represented employees and the conflict of interest that arises as executive management sits on the 
management team for labor negotiations. 

The proposed salary plan for UKl employees would be consistent with represented and other 
unrepresented employees by providing both a general increase and the opportunity for merit increases. 
On an annual basis, represented employees receive two increases, a general increase based upon 
negotiated agreements and a merit increase. Annual merit increases are based on employees meeting 
established performance objectives. Employees receive a step increase or a percentage increase based 
upon the pay plan for their classification. Likewise, the proposed plan for executive management 
provides for two increases, a general increase tied to the Consumer Price Index or market data and 
merit increases based upon the executive meeting the established performance objectives in 
accordance with the administration plan. 

SUSTAINABLE OPPORTUNITIES 
None 
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DISABILITY AND SENIOR ACCESS 
None 

RECOMMENDATION AND RATIONALE 
Staff recommends that the City Council approve the recommended expansion of the pay ranges from 
approximately 20 to 50 percent for executive and unrepresented employees. Staff further recommends 
that the Council approve a 3 percent general increase with a corresponding 3 percent retirement 
contribution in FY04 and FY05 and the adoption of the salary plan for UKl classifications. 

ACTION REQUESTED OF THE CITY COUNCIL 
Staff requests that the City Council approve 1) an expansion of the pay ranges from approximately 20 
to 50 percent for unrepresented employees; 2) a 3 percent general increase with a corresponding 3 
percent retirement contribution for UKl and U31 employees and 3) the UK1 salary plan for future 
general and merit increases. 

William E. Noland 
Interim Director 
Finance and Management Agency 

Prepared by: 
Tricia Freitas 
Interim Human Resource Manager 
Finance and Management Agency 

APPROVED AND FORWARDED TO THE 
CITY COUNCIL: 

OFFICE OF THE CITY M A ~ A G E  
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City Council 
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C I T Y  O F  O A K L A N D  
SUPPLEMENTAL AGENDA REPORT 

TO: 
ATTN: Deborah Edgerly 
FROM: Finance and Management Agency 
DATE: December 9,2003 

Office of the City Manager 

RE: A SUPPLEMENTAL REPORT REGARDIl.3 A SALARY PLAN FOR 
UNREPRESENTED EMPLOYEES 

SUMMARY 
At the Finance and Management Committee meeting of October 28, 2003, the Committee received a 
recommendation for a salary plan for unrepresented employees. After a discussion of the plan, the 
Committee agreed to implement a 3 percent general increase for Unit U3 1 (Confidential Employees), 
with a 3 percent additional employee retirement contribution for FY04 and FY05. The Committee 
futher agreed to reconsider the matter of Unit UK1 (Executive Employees) salaries at the December 9 
meeting. The Committee requested a comparison of the existing salary ranges and the proposed ranges 
for the UK1 employees. 

FISCAL IMPACT 
Funding for the 3 percent general increase is included in the FY04 budget. The total cost of the 
proposed salary adjustments will be available when the Council considers the revised salary schedule. 

BACKGROUND 
Unit UKl is comprised of executive management positions from the City Manager to the department 
head level. The proposed salary plan includes a 3 percent increase for FY04, with a 3 percent 
additional employee retirement contribution for FY04 and FY05. This increase is the same granted 
represented management employees. In addition, the plan provides for 50 percent salary ranges 
developed by Public Sector Personnel Consultants. That is, the high point of the range is 50 percent 
above the low point. Current ranges provide for an approximate 20 percent spread between the bottom 
of the range and the top of the range. 

The 50 percent is standard practice in modern compensation systems. Public Sector Personnel 
Consultants, in their January 2003 report, developed 50 percent ranges, based on a nationwide market 
study, adiusted for local cost of living. The table in Attachment A compares current monthly salarv ~" - 
ranges for UK1 positions to the proposed 50 percent ranges. 

KEY ISSUES AND IMPACTS 
None 
SUSTAINABLE OPPORTUNITIES 
None 
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DISABILITY AND SENIOR ACCESS 
None 

RECOMMENDATION AND RATIONALE 
Staff recommends that the City Council approve a 3 percent general increase, including an additional 
corresponding 3 percent increase in employee retirement contributions and an expansion of the pay 
ranges from approximately 20 to 50 percent for executive employees. 

ACTION REQUESTED OF THE CITY COUNCIL 
Staff requests that the City Council approve a 3 percent general increase, including an additional 
corresponding 3 percent increase in employee retirement contributions and an expansion of the pay 
ranges from approximately 20 to 50 percent for executive employees. 

Respectfully submitted, 

Interim Director 
Finance and Management Agency 

APPROVED AND FORWARDED TO THE 
FINANCE AND MANAGEMENT COMMITTEE: 

OFFICE OF THE CITY MAN4CER 

Item: 
Finance and 



ATTACHMENT A 

Title 

City Manager 

City Manager, Assistant 

Agency Director, Fire Services 

Agency Director, Econ & Comm Dev 

Agency Director, Finance and Mgt 

Agency Director, Public Works 

Agency Director, Police Services 

Director of Museum Services 

Director AHHS 

Director of Library Services 

Director, City Planning 

Director of Building 

Director of Housing & Comm Dev 

Director of Parks & Recreation 

Director of Retirement Services 

City Clerk 

Proposed vs. Current Salary Ranges 
Unit UK1 Employees 

Current Ranges 

LOW 

15.662 

12,885 

13,372 

12,271 

12,271 

12,271 

11,914 

10,601 

10,095 

10,095 

10,095 

10,095 

10,095 

10,095 

9,615 

9,615 

Mid 

18,118 

14,906 

14,894 

13,668 

13,668 

13,668 

13,271 

11,808 

I 1,245 

1 1,245 

1 1,245 

1 1,245 

I 1,245 

I 1,245 

10,709 

10,709 

High 

20,574 

16,926 

16,416 

15,066 

15,066 

15,066 

14,627 

13,015 

12,395 

12,395 

12,395 

12,395 

12,395 

12,395 

1 1,804 

11,804 

Proposed 50% Range 

Low 

14,666 

12,037 

10,905 

10,905 

10,905 

10,905 

10,905 

8,519 

9,879 

9,879 

9,879 

8,950 

8,950 

9,879 

9,403 

8,108 

Mid 

18,332 

15,046 

13,631 

13,631 

13,631 

13,631 

13,631 

10,649 

12,349 

12,349 

12,349 

11,188 

11,188 

12,349 

11,754 

10,136 

High 

21,999 

18,056 

16,357 

16,357 

16,357 

16,357 

16,357 

12,778 

14,819 

14,819 

14,819 

13,425 

13,425 

14,819 

14,105 

12,163 
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C I T Y  O F  O A K L A N D  
AGENDA REPORT 

TO: 
ATTN: Deborah Edgerly 
FROM: Finance & Management Agency 
DATE: October 14,2003 

Office of the City Manager 

RE: Request to Approve Preliminary Salary Plan Recommendations for Executive, 
Management and Unrepresented Classifications 

S U M M R Y  

At the direction of the City Council, the City contracted with a consulting f a  in the Fall of 
2002 to conduct a salary and benefits survey for executive and management level classes. In 
mid-July the Public Sector Personnel Consultants (PSPC) presented a report to this Committee 
entitled "Salary and Benefits Survey and Recommended Salary Plan for Executive, 
Management, and Unrepresented Positions". Following that report, the Finance and 
Management Committee directed staff to develop additional information and recommendations 
for a salary plan for executive, management and unrepresented positions in the City's 
classification system. This report provides additional information and recommendations for 
Council consideration. 

The main issues that will be addressed are: 1) development of appropriate pay and performance 
plans for executive, unrepresented and management level positions; 2) clarification of the classes 
under discussion; and 3) reaching common terms for each plan. The report also contains staff 
recommendations and requests Council approval to move forward with those recommendations. 

FISCAL IMPACT 

The adopted budget for fiscal year (FY) 2003-2005, provides funding for executive, management 
and unrepresented positions equivalent to the general increases negotiated for represented 
employees, three percent in FY'03-04 and one percent in FY'04-'05. General increases and 
merit increases for FY'03-'04 and FY'04-05 will be addressed in these recommendations. The 
fiscal impact of the recommendations will be cost neutral as they will be contained within the 
City Council adopted budget for FY'03-05. Future fiscal impacts of the plans would be 
integrated into the Council's biannual budget appropriation process. 

BACKGROUND 

In order to clarify the meaning of the terms utilized in this report, a Glossary of Terms has been 
included in Attachment A. This will hopefully alleviate confusion in terms that are closely 
related while providing a common language for the purpose of this report. 
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The existing structure for Executive, unrepresented and management salaries consists of a pay 
table. The original structure included thirty-three pay grades. Pay grades nineteen to thirty- 
three were for positions designated as management. These positions were defined by a range of 
twenty percent. The control point of the range was originally set at one hundred percent of the 
market. Salary surveys were to be conducted every two years and adjustments were to be made 
in the salary ranges as needed based upon a combination of market value, recruiment 
competitiveness and City need, as determined by the City Manager and budgetary limitations. In 
addition, general increases were given equal to those provided to represented employees so as to 
maintain system integrity and avoid compaction between non-management and management 
positions. Merit increases for Executive employees were based on performance at the discretion 
of the City Manager. Unrepresented and management employees received merit increases based 
upon performance with Department Head recommendations and City Manager’s approval within 
departmental budgetary limitations. Over time the pay table has proven to be too narrow to 
reflect changes in the market and has become skewed as we have added paygrades to provide 
adequate compensation to attract and retain employees. 

With the emergence of Local 21, International Federation of Professional and Technical 
Employees, merit increases for represented management staff on ranges are given per the 
Memorandum of Understanding (MOU). The MOU provides for increases of five percent per 
year of satisfactory or above performance up to the control (mid) point. Advancement above the 
mid-point of the salary range may be given at two and a half to five percent per year based upon 
AgencyiDepartment Head recommendation and City Manager’s approval. 

The report presented by Public Sector Personnel Consultants to this Committee provided their 
recommendations to the Council regarding resbxctuing the City’s current compensation plan. 
Additionally, a committee of City representatives prepared a study for the City Manager 
regarding further refinements of the City’s Flexible Performance Agreement system for 
executive positions more closely aligning departmental expected outcomes to Mayor and 
Council priorities and positive and negative consequences for performance. This report provides 
recommendations for next steps in revising the current compensation plan for executive, 
unrepresented and management employees for the City of Oakland with appropriate performance 
plans for each designation. 

KEY ISSUES & IMPACTS 

Key issues and impacts include 1) inconsistent systems for compensating represented and 
unrepresented employees regarding cost of living increases, 2) clarification of classifications 
included in this discussion, and 3) recommendations for revisions to the performance 
compensation system for executive, management and unrepresented employees. 

General Increase 
Currently represented employees were given a general increase for FY 2003-2004 of three 
percent. Management employees represented by Local 7-1 have agreed to pay an additional three 
percent of their pretax income for retirement benefits. The adopted budget for FY’03-04 and 
FY‘04-05 provides for an equivalent increase for executive and unrepresented employees. three 

Fommittee 
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percent and one percent respectively. However executive and unrepresented employees have not 
been given the general increase for FY ’03-’04 and will be subject to paying the additional three 
percent of their salary toward retirement benefits; thereby, suffering a potential loss in pay for 
FY 2003-2005 if the increase is not implemented. 

Clarification of Classifications 
The Council requested clarification on which classifications are considered Executive, 
management and unrepresented. We have included a list in Attachment B of this report to clarify 
this issue. The wide variety of classes in the mepresented category has been a cause for 
concern in establishing a policy for t h i s  unit. Employees serving in these classes, while subject 
to being “at will,” do not receive the benefits of a contract as the executive management 
classifications do. Recommendations for performance and compensation systems for each of 
these are included below per Council’s request. 

Performance Management System 
Currently employees in management and unrepresented classifications receive annual 
performance reviews in April based upon the City’s current Performance Management System. 
This system was established in 1999. For executive level classifications, the City adopted a 
“flexible performance management agreement.” The Performance Management System ties 
individual employee performance to departmental goals which are based on the Mayor and 
Council goals and priorities. For management, unrepresented and all other permanent status 
positions, employees are evaluated on organizational values and standards as well as specific 
performance objectives. Executive positions are evaluated on outcomes as they relate to Mayor 
and Council goals, departmental performance and individual goals. 

A recent staff report recommending refinements to the Flexible Performance Agreement for 
executive positions in the City and best practice information from other agencies provided 
information for the development of these recommendations. Additionally, per Council request, 
we have researched East Bay Municipal Utility District’s Management Salary Plan for ideas on 
changes to our current system. Best practices indicate that the most important factor for the 
success of any performance management system is buy-in and participation from the policy 
makers. While a wide variety of formal to informal processes prevail, contacted agencies 
reported that their annual merit increases for executive employees were tied to meeting and 
exceeding departmental performance goals. The current practice of tying departmental goals to 
the Mayor and Council priorities in the Flexible Performance Agreement already provides t h s  
basis for the City. 

Comaensation Svstem 
The report from Public Service Personnel Consultants and staff recommendations identify 
lirnitatibns with the current compensation system. The City currently utilizes a twenty percent 
salary range for its compensation system. This range was established in the early 1990’s as a 
part of a citywide job analysis study. T h s  range is considered unusually narrow by industry 
standards and proves to be inflexible in setting minimum salaries at the prevailing rate, providing 
retention incentive and reflecting differences in job  performance. 
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Our current compensation system provides general increases for represented employees as 
agreed upon by contract. General increases, as well as merit increases, are provided annually 
with satisfactory performance ranging &om two and one-half to five percent depending upon the 
pay plan that the classification falls under. Unrepresented and management employees receive 
merit increases based upon Department Head and City Manager recommendation and approvals 
as departmental budgets allow. Merit increases for executive employees is at the discretion of 
the City Manager. 

PROGRAM DESCRIPTION 

The program described below incorporates recommendations from the consultant’s report, best 
practice agencies, current practices and the City’s Classification and Compensation staff. It 
clearly defines the compensation and performance system recommended for each of the three 
levels of classifications. The recommendation is based upon performance. 

1. Executive Management Plan (EMP) 
Classifications in the pay plan consist of department heads, elected officials or positions 
that report directly to the City Manager. These classifications are listed in Attachment B. 
It is recommended that the City Council delegate to the City Manager the responsibility 
for administering the EMP. 

Performance Appraisal Plan 
The recommendation is to slightly revise the current Flexible Performance Plan 
establishing five ratings: exceptional, exceeds expectations, fully effective, 
improvement needed and unacceptable. Outcomes that are quantitative and/or 
narrative in nature would accompany each performance objective. 

PayPlan 
The salary stmcture is an open salary range of fifty percent with a minimum, 
control point and maximum. A pay table will be developed based upon the 
consultant’s recommendation of seventy pay grades with two and a-half percent 
between each grade. The Office of Personnel will conduct a salary survey every 
two years consistent with the City’s fiscal year cycle to determine the market 
value of each classification and to maintain its current status in the market. A 
report will be submitted to the City Manager regarding the survey findings, 
including recommendations for realignment of classes. Any changes will require 
City Council adoption through the salary ordinance process. The plan would 
include annual general increases based upon the salary survey results, and in 
alternate years, the Consumer Price Index. Merit increases would be earned based 
on annual performance ratings. The Mayor and the City Manager would have the 
flexibility to award merit increases ranging from zero to six percent, a flat 
amount, or a one-time bonus. Increases to base pay may not exceed the Council 
approved ranges. This merit increase is linked to the employee‘s Flexible 
Performance Plan but may be limited at the discretion of the Mayor and City 
Manager due to budgetary reasons. A general increase of  three percent is 
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