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The members of the Joint Wage Subcommittee as identified below jointly prepared this report.
	Company


	IBEW

	Steve Rayburn – Co-Chair – Labor Relations
	Tom Dalzell – Co-Chair – Business Manager

	Kathy Price – Labor Relations
	Dorothy Fortier – Asst. Business Manager

	Frances Wilder-Davis – Labor Relations
	Eileen Purcell – IBEW Staff

	Barbara Jereb – Compensation 
	Donna Ambeau – Member

	Tully Forrester – Compensation 
	Lorenso Arciniega – Member 

	John Cuneo – Customer Operations
	Anna Bayless-Martinez – Member 

	Ina German – Customer Operations
	Cecelia De La Torre – Member 

	Darlene Lewis – Energy Delivery
	Adrianne Franks – Member 

	Pam Miller-Lewis – Customer Operations
	Jennifer Gray – Member 

	Kristin Punter – Customer Operations
	Gracie Nunez – Member 

	
	Tim Ramirez – Member 

	
	Diane Tatu – Member 


Objective:  A Joint Wage Subcommittee was established in an effort to:

1. Educate joint subcommittee members on the salary survey process and sources of market data.

2. Review market data.
3. Prepare a report to the General Negotiations Committee by March 2010 summarizing findings.

Joint Subcommittee meetings were held on:

· January 11, 2010
· January 25, 2010
· February 12, 2010
· March 15, 2010
1. PG&E’s Compensation Strategy

The Company stated that its compensation strategy overall has been and continues to be to provide “market based” compensation to its employees.  The Company considers compensation to be in line with the market if it is within +/- 10% of market. 

2.  Market Data
The Company prepared a presentation to provide an overview and background information on market data (Attachment 1).  Key steps in gathering market data include:  identifying the jobs to benchmark with other companies, matching those jobs to survey descriptions based on a 70%-80% overlap in the job responsibilities, selecting a relevant labor market and identifying sources of market data.
The labor market may vary depending on the job level and type of job.  The Company defines the labor market as the figurative marketplace from which a company recruits or loses employees.  For clerical classifications, the Company considers general industry companies in Northern/Central California to be the most relevant comparative market.  However, for utility-specific clerical jobs, energy services companies may be considered.

Sources of market data include published surveys, custom surveys and informal surveys.  
The Company provided the following market survey results for PG&E clerical average base pay as follows:
· General Rate Case – Union-represented clerical jobs only:  120.6% 
of market average overall.  Specifically, Accounting Clerk – 126.3%; Service Representative – 121.1%; Utility Clerk – 97.9% (the Company stated that after further analysis the match was not appropriate for the Utility Clerk job); Utility Machine Operator – 122.7%.  
· EAPDIS – West Region market average for these classifications:  Service Representative – 120.2%; Utility Machine Operator – 102.0%; Operating Clerk – 153.4%.
· Radford– General Industry, Northern California market average for these  classifications:  Utility Clerk-Accounting – 114.7%; Accounting Clerk – 138.8%; Sr. Accounting Clerk I – 130.9%; Utility Clerk-Operating – 122.0%; Operating Clerk – 153.3%; Sr. Operating Clerk I – 135.6%.
· Western Utilities (Attachment 2) – Service Representative – 142.2% of market.
· California Utilities (Attachment 3) – Service Representative – 115.4% of market.

In addition, the Joint Subcommittee reviewed survey data from a 2009 Mercer U.S. Contact Center Compensation Survey.  This survey includes market data for service representative classifications in over 149 contact centers in the United States.  The report shows that  market median base pay in 2009 for the intermediate level contact center representative was $17.74/hr. for seven contact centers in Sacramento compared to PG&E’s 2009 average rate of pay for a Service Representative of $31.38/hr.  PG&E’s 2009 median pay for this job was the same as the top rate or $32.55/hr. 

In reviewing the data from the six sources cited, the Company stated that all the surveys showed PG&E’s clerical jobs are at least 15% - 20% over market.  The Company invited the Union to provide any market data that would show otherwise.

The Union stated that no survey can take into consideration the many duties added to the Customer Service Representative position since 1994.  The Company responded that it is typical for duties and requirements for all jobs to change and evolve over time.  Virtually, all jobs at PG&E have changed with new work processes and technology.  
The Union stated that the inclusion of non-union market data skews the survey results downward, in effect punishing the PG&E clerical workforce for 60 years of union representation.  The existence of a union wage effect is not controversial among labor economists.  Quantitative studies show the general magnitude of that effect to vary among people, markets and time periods.  The Union further stated that data from the 2009 EAPDIS Survey indicates that the union wage effect for utility clerical workers in between 20.2% and 35.6%, depending on the measure (base salary vs. total cash wage, weighted average vs. 50% percentile).  

The Company countered that most salary surveys do not identify whether jobs are union-represented or not.  Further, competitive market rates are not based on whether a particular type of work is union-represented or not.  Competitive market rates are based on the marketplace from which a company recruits or loses employees – regardless of union status.  Finally, the example cited by the Union above from the EAPDIS survey was for the job matched to Service Representative only and reflects the 2009 results specifically for those companies matching the job.  It does not indicate a union wage effect for clerical jobs.  The Company noted that our customers are concerned with the price of our commodities and are not concerned with whether our workforce is unionized or not.
3. Internal Equity
The Union further stated that the GRC Total Compensation Study ignores the role of internal equity and that PG&E and the IBEW have historically bargained wages on the basis of internal equity.  No employer sets all wages based on market data; all employers rely on internal equity to one degree or another.  The Union cites:

· In 1970, the top step hourly wage for a Customer Service Representative was 87% of the top step hourly wage for a gas service representative.  In 2010, it is 85%.

· In 1970, the top step hourly wage for a Customer Service Representative was 89% of the top step wage for a Division Fitter.  In 2010, it is 83%.

· In 1970, the top step hourly wage for a Customer Service Representative was 90% of the top step wage for a Division Lineman.  In 2010, it is 74%.

The Union stated that the reliance on market data when negotiating wages would undermine 60 years of collective bargaining based on internal equity.

The Company stated that it does not use internal equity as the primary basis when negotiating wage rates and that it believes market data is the most relevant information to consider when negotiating wages.  
4. Cost of Labor and Cost of Living Differentials 
The Company explained the difference between cost of living and cost of labor.  It further explained that for compensation purposes, cost of labor is the main consideration for setting competitive pay levels.

Information from the Economic Research Institute’s (ERI) Geographic Assessor was reviewed for:

· PG&E headquarter cities vs. the entire PG&E service territory and PG&E headquarter cities vs. the national average (Attachment 4).  The cost of labor for PG&E’s service territory vs. the national average is 112.6% and the cost of living vs. the national average is 120.4%.
· Utilities included in the 2011 GRC Total Compensation Study as compared to the PG&E service territory (Attachment 5).  The overall cost of labor in the headquarters cities of the utilities in the GRC Total Compensation Study is 94.8% of PG&E’s service territory, and the cost of living vs. PG&E’s service territory is 102.5%.  The overall cost of labor in the headquarters cities of the utilities in the GRC Total Compensation Study is 106.9% of the national average, and the cost of living vs. national average is 123.5%.  The overall cost of labor in PG&E’s service territory is 112.6% of the national average, and the cost of living vs. national average is 120.4%. 

The Union stated that the cost of labor and cost of living of the utilities in the GRC Total Compensation Study are lower than the cost of labor and cost of living in PG&E’s service territory.  The Union states that since the cost of labor in PG&E’s service territory is 17.6% higher than the average cost of labor in the headquarters cities of the survey participants, wages at PG&E would have to be 14.4% higher than the survey wages to compensate for the higher cost of living in the PG&E service territory or 17.6% higher than the survey wages to compensate for the higher cost of labor in the PG&E service territory.


The Union further stated that the comparison is unfair to PG&E workers for using the headquarters city of the survey companies and the system average for PG&E creates an imbalanced comparison that does not take into consideration the fact that the cost of living and cost of labor is typically lower outside a utility’s headquarters city.  Using PG&E’s headquarter city as well as the headquarter cities for the survey utilities, wages at PG&E would have to be 83.5% higher than the survey wages to compensate for the higher cost of living in the PG&E headquarters city or 31.8% higher than the survey wages to compensate for the higher cost of labor.

The Company did not try to replicate or understand the Union’s calculations about how much higher labor costs would need to be because the ERI Geographic Assessor is not intended to determine pay differences for a specific job.  Rather it provides a relative difference in demand and supply of labor between different cities or regions.  The actual competitive wages for a particular type of work may vary, that is, it could be higher, lower or the same.  

The Company stated that the cost of labor derived from the Economic Research Institute (ERI) Geographic Assessor is not job specific.  Rather, it provides relative differences in demand and supply of labor between different cities or regions based on multiple survey sources and regression analysis based on the assumption provided for labor costs.  This assessment used the average annual IBEW clerical wage as of 12/31/09 which was $65,204. 

5. General Rate Case (GRC) Total Compensation Study
PG&E has been required to show proof of the reasonableness of its employee compensation as part of the GRC process since the 1987 GRC.  The CPUC uses this as a basis to determine if the Company’s compensation request is reasonable for the customer to pay.  The requirements of the exhibit have changed since its inception.  While PG&E’s position is that a GRC Total Compensation Study result that is within +/- 10% of market is competitive, the CPUC’s policy has been to disallow compensation expense that is over 5% of market.  The clerical results of the 2011 GRC Total Compensation Study are included as Attachment 6.  
The Company submitted its GRC application covering the years 2011-2013 to the California Public Utilities Commission (CPUC) on December 22, 2009.  PG&E has asked for an increase of approximately $1 billion in additional revenues.  The GRC Total Compensation Study results became public information with this submission and the IBEW and CCUE were able to access it.
The purpose of the GRC Total Compensation Study is strictly to do a market competitive analysis.  It covers the Company’s total compensation (base pay, short-term incentives, and benefits) compared to market and provides the CPUC a basis to determine if this compensation is reasonable and should be paid by customers.

The Company explained that the Total Compensation Study requires a collaborative effort with the Department of Ratepayer Advocates (DRA) and that key decisions including determining the comparator companies and benchmark jobs are jointly made.  The criteria defined for including a utility among the comparator companies include:  1) greater than $6 billion in revenues, 2) combined gas and/or electric utility, and 3) and located in major U.S. metropolitan areas.  The defined criteria for including general industry companies include:  1) 50% - 200% of PG&E’s revenues ($14 billion) and 2) headquartered in the San Francisco Bay Area or a large presence in the San Francisco Bay Area.  An additional criterion for both utility and general industry companies is participation in the Towers Perrin (third-party consultant) compensation and benefits databases.
Twenty-six utilities were selected as comparator companies, whereas in the previous Total Compensation Study there were twenty utilities.  Two had name changes since the 2007 GRC Total Compensation Study:  Energy Future Holdings was TXU and National Grid was Keyspan.  There were six new utilities added to the 2011 GRC Total Compensation Study:  FPL Group – Juno Beach, FL; Duke Energy – Charlotte, NC; Ameren – St. Louis, MO; Hawaiian Electric – Honolulu, HI; Integrys Energy Group – Green Bay, WI; Progress Energy – Raleigh, NC.  It was noted that SBC, now AT&T, was dropped from the list of utilities.  It was, however, included in the general industry comparator group.  The utility comparator group was expanded to ensure enough companies to obtain electric, nuclear and gas market data.  

The Union believes that the utilities in the GRC Total Compensation Study do not represent the labor market for PG&E’s clerical workforce.  The Union stated that PG&E does not recruit or lose clerical employees from or to the utilities used in the GRC Total Compensation Study which are located in St. Luis, Columbus, Houston, New York, Baltimore, Richmond, VA, Charlotte, Dallas, New Orleans, Chicago, Akron, Juno Beach, Honolulu, Chicago, Los Angeles, Westborough, Portland, Allentown, Raleigh, Newark, New Jersey, San Diego, Rosemead, Atlanta or Minneapolis.  
The Company agrees that for clerical jobs, a local or regional labor market is a better indicator of competitive market rates.  And, the Company made this point to DRA during the process of selecting benchmark companies for the study.  
The Union stated that the Meter Reader classification should not be included in the GRC Total Compensation Study for clerical positions since the Meter Reader classification is part of the physical bargaining unit and will be completely phased out in the next three years.

The Company acknowledges that it would be more accurate to group the Meter Reader job in the physical/technical employee group; however, at the request of the Division of Ratepayer Advocates (DRA), it was retained in the clerical group so that comparisons over the different GRC studies done by PG&E and by other utilities would be consistent.  Although the Meter Reader job is due to be phased out, there is a forecast of 337 meter readers, including temporary workers (i.e., hiring hall) in 2011.  Therefore, it needed to be retrained as a benchmark job for this GRC.  The Company expects it would be removed from the next GRC TC Study.  Even though the Meter Reader job is in the clerical employee category, this job is not the basis for determining market rates for other clerical jobs.

The clerical benchmark jobs included in the GRC have the following result for base pay:

· Clerical Jobs (N.B.U. and B.U. with Meter Readers included) – 18.6% over market average.
The Company provided a “cut” of the data excluding Meter Readers to show only clerical base pay results for the purposes of this committee.  (Attachment 7)
· Clerical Jobs (N.B.U. and B.U. with Meter Readers excluded) – 14.5% over market average.
· B.U. Clerical Jobs (with Meter Reader and N.B.U. jobs excluded) – 20.6% over market average.
In addition, the Union stated that the six utilities added to the 2011 GRC Total Compensation Study skew the survey results downward.  The average cost of labor in the headquarter cities of the new survey participants is 93.0% of the national average.  The average cost of labor in the headquarters cities of the previous survey participants is 96.4% of the national average.  The addition of the six utilities skewed the survey cost of labor downward by .7%.  The average cost of living in the headquarter cities of the new survey participants is 99.3% of the national average.  The average cost of living in the headquarters cities of the previous survey participants is 106.9% of the national average.  The addition of the six utilities skewed the survey cost of living downward by 1.7%.  The six new utilities introduce additional low-wage bias into the survey.

While there were 26 utilities in the 2011 GRC Total Compensation Study, there is no way of knowing which utilities had job matches for specific jobs.  In order for results for a PG&E benchmark job to be included in the study, at least five companies needed to have matching jobs.  Also, the six utilities were added to the comparator group to broaden the likelihood that sufficient matches could be made for gas and nuclear jobs.

The Company stated that the GRC Total Compensation Study is intended exclusively to provide a snapshot of how PG&E’s compensation compares to the market.

6. Attraction and Retention
The Subcommittee reviewed clerical termination data from 2000 – 2009 to determine if there were any attraction and retention issues within the clerical work force (Attachment 8).  

The Union stated that PG&E’s low separation rate skews its average wage higher.  It stated that in the Contact Center of the Future Committee work in 2007, PG&E reported an annual separation rate of approximately 3% compared to an annual separation rate of approximately 40% in other contact centers.  Because of low separation rates at PG&E, a large number of PG&E’s clerical workers have progressed to the top wage step, skewing the weighted average hourly rate upwards.  Conversely, the extremely high turnover rates at other contact centers mean that few workers reach the top wage step, skewing the weighted average hourly rate downward.

The Company stated that employees reaching the maximum wage rate and thereby skewing the weighted average hourly rate upwards is certainly a fact and as a result, agrees that the wage rate maximum is over inflated.  
In addition, the Union stated that PG&E’s low separation rate helps avoid higher training costs.  PG&E’s training program for Contact Center Service Representatives lasts nine weeks.  At the starting rate of $25.49/hr., that represents training costs for nine weeks of training of $9,176.40 in employee wages only.  Total SAP costs for training are approximately double that figure.  The Union states that if PG&E were to experience turnover similar to other contact centers, an additional 437 employees (37% of 1,189) would separate each year, requiring training for an additional 437 new hires.  This would represent training costs of $4 million a year in employee wages only, costs that are avoided by PG&E’s compensation strategy.  Total SAP costs would be approximately double that figure.

The Company stated that while turnover or those separating from PG&E is low, there is much higher internal turnover of individuals out of Service Representative jobs, thus training costs are higher than the Contact Center of the Future (CCOTF) separation rates would suggest.  In 2009, CCO lost 115 bargaining unit employees.  58% were separations from the Company and 42% were internal/transfers/promotions into other positions.  In 2008, CCO lost 211 bargaining unit employees.  26% were separations from the Company and 74% were internal transfers/promotions into other positions.  In fact, the Company trains an average of 150+ new Service Representatives each year.  
7. Clerical Labor Costs
The Company presented the cost of union-represented clerical wages in 2009 stating it was 7% of the overall total labor costs.  The cost of union-represented clerical wages in 2009 was 2% of the total utility operating and maintenance expense 
Attachments
1. Market Data Overview Presentation

2. Western Utility Service Representative Data

3. California Utility Service Representative Data
4. Cost of Labor and Cost of Living Differentials for PG&E Service Territory

5. Cost of Labor and Cost of Living Differentials for Utilities included in the 2011 GRC Study as Compared to the PG&E Service Territory
6. General Rate Case Clerical Data 
7. General Rate Case Data Clerical Data excluding Meter Readers
8. Clerical Terminations 2000 – 2009 
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