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Compensation Exceeds Levels in Most Other States - in All
Other States in Many Years

A conventional notion has taken hold that Connecticut's dangerously underfunded active
and retired state employee health care and pension benefits are the result of past decades
of under-funding. True, but that’s a half-truth.

The other half of the truth is that state employee wages and benefits are outrageously
generous. The average private citizen in the state earns significantly less and enjoys meager
benefits in comparison. That's unfair in and of itself, but private citizens are hard pressed to
fund such generous compensation with their significantly lower private sector
compensation. That's both an additional unfairness and an almost unbearable burden
which contributes to ongoing under-funding.

In 2010, under Governor Jodi Rell, a special commission, the Commission on Enhancing
Agency Outcomes, found that average state employee compensation far exceeded average
private sector employee compensation, based upon 2008 data:

CoOMMISSION ON ENHANCING AGENCY OUTCOMES
SUMMARY SHEET

State Emplovee Com pensation Com pared to the Private Sector

Examined in two parts: 1) overall average difference in compensation; and 2) difference in monetary
compensation in several selected positions.

PART ONE: OVERALL COMPARISON INCLUDING BENEFITS

State Compensation. First, in overall terms, the average state employee salary for 2008 was $635,746",
which is a gross average using all payroll for all active SERS employees divided by the number of active
SERS emplovees, which covers most state personnel, The benefit package value is costed out below.* In
using 2008 as the vear for calculations, it assumes an annual pavroll including payment of merit pay, all
cost of lving increases, eic., and prior to SEBAC agreement imposing furlough days, pay freezes, eic.

Table 1. Average Stale Employee Com pensation

Amount %o of Salary
All monetary com pensation -- Salary, longevily, overtime, meril | 365,746
bonuses
Medical/'Health Insurance - Emplover’s Share (89%) lor subscriber + | $12,173 18.52%
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1 (POE) (Employee contribution §1,517 (11%)

FICA — Social Security $4,076 6.2%
FICA -Medicare $960 1.45%
Unemployment 3190 0.29%
SERS - Retirement $22,353 33.99%
Value of benefits* (and % of salary) §39,752 60.5%
Total Compensation Package for Average State Em ployee $105,498

Private Sector Compensation. In the private secior, staff used average private sector wage for
Connecticut in 2008 (CT DOL) and applied the same percentages for FICA (required by federal law).
Staff used the premiums for health care for employee plus one for CT from Kaiser Family Foundation®.
Fetirement benefits are based on results from the CBIA 2008 survey of member employers. Since most of
the respondent businesses’ indicated they had a 401k (defined contribution plan), and the typical
emplover contribution was 83 percent of the first 6.2% of salarv, that is what is used for this analysis.

Table 2. Average Private Sector Emplovee Compensation

Amount % of Salary
All monetary compensation -- salary, overtime, merit bonuses $59,313
Medical/Health Insurance -- Employer’s Share (79%) for subscriber + | $6,925 11.7%
| employee’s contribution is $2,380 (21%)
FICA — Social Security 53.677 6.2%
FICA —Medicare SRa60 1.45%
Unemployment $409 0.69%
Retirement 52,990 5.0%
Value of benefiis (and % of salary) S14.861 [ 25%
Total Compensation Package for Average Private Sector | 874,174
Employee

! This is the average salary usedin the FY 08 SERS valuation report, prepared by Milliman Actuarial Consulting,

* Thus analysis does not place a valug on more intangible benefits like number of vacation davs, mumber of personal davs, number
of sick days, or the ability to carry them over from vear to year, or in cash-out value when state emplovment terminates.
Typically, for state emplovees, cash-out value would be the value of all unused vacation time (up to a 120-day masimmum) any
tirme an employee terminates and 25 percent of all unused sick time (capped at 60 days), paid only at time of retirement, not other
termmnation. The amalysis does not place a cash value on severance packages, more common at termination in the private sector
*The value of benefit package will be less for mewer state emplovees who will be assessed a 3% of salary contribution for retiree
health care until they reach 10 vears of emplovment (refundable if leave state service prior to 10 vears)

* These premium amounts and % contribution would be for all plans ~ both public and private -- and

therefore may be somewhat higher than for private sector plans alone. Supporting that is the information from a 2007 CBIA
benefit survey indicating that the employer % of premiums covered was 62%

" 1% of CBIA respondents indicated they had a 4001k plan, but only about 75% match employee contribution, which is not
reflected in the £2,990 figure

Commission on Enhancing Agency Outcomes 1 Handout-4/8/10 CEAOQ Mig.

Incoming Governor Dan Malloy had to have known this, or should have known it. Yet, in
2011, he struck a deal with state employee unions, the so-called SEBAC 2011 Agreement,
which increased wages and extended gold-plated benefits.

In 2014, the American Enterprise Institute looked at state employee compensation in the
fifty states, using data over the period of 2009-2012. Connecticut was the only state in which
state employee wages exceeded private sector wages:
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Figure 1. State employee wage differential versus comparable private sector employees
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State Employee Wages v Private Sector Wages - 2009-2012 - Census Bureau data from ACS - AEI Study in 2014

The AEl study found that average total compensation (wages and benefits) of Connecticut
state employees exceeded average total compensation of private sector workers by the

greatest margin among the 50 states:
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Figure 6. State employee total compensation differential versus comparable private sector workers
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It should be noted that pension and benefit analysts debate various aspects of methodology
on an ongoing basis. Often defenders of public employees deflect findings that public sector
compensation is excessive, unfair and unaffordable by criticizing the methodology utilized

in the studies which reveal this reality. However, regardless of the methodology utilized, a
50-state study, such as the AEIl study, compares the states on a level playing field. To suggest
that AEl was somehow biased against Connecticut is an absurd proposition.

Little, if anything changed under Dan Malloy. Indeed, in 2017 he struck another deal with
the unions, SEBAC 2017, which extended the gold-plated benefits another five years.

In 2019 AEI conducted another 50-state study, looking at the most recent available
information, data for 2017. This time AEl looked at both state and local public employees
and used somewhat different methods. Connecticut public employees continued to outpace
their private sector counterparts.

While the AEI study showed this, its finding were not as conclusive for the state’s employees
for four reasons. First, we don't know whether local public employees in Connecticut, or in
various other states, earned more or less than state employees.
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Second, while Connecticut public employees lost the leadership position to a few other
states, that loss is relative to other states, which is interesting but not as important as their
position relative to Connecticut private sector employees.

Third, inevitably 2017 data understates Connecticut state employee wages, since for the
period 2015 through 2017, state employee wages were frozen, before two back-loaded hefty
5% increases taking effect in 2018 and 2019.

Fourth, Connecticut’s problem has been transforming into mostly a retiree problem. Already
retired state employees clearly outnumber active employees, and, by 2022, retirees will
outnumber active employees by a huge margin.

Here's the main table from the 2019 AEI study, which shows that, among other things, this
gross disparity between public and private compensation developed over the last two
decades, despite many observers referring to the problem as a “legacy problem”:

Lable 4. Wages, Benefits and 1otal Compensatbon, Friviate Sector anid State and Loeal Government, 1998 and 2017,

(L FL1 il
Private sector State and local Private sector State and local
State Wapes Benefits  Total Wapes  Benefits  Taotal Wipes Henefits  Tatal Wages Benefits  Totwl
Alsbama 30,143 55971 FaGI14 325704 §7,723 533427 $33.829 §7.021  F4ESO S42 616 | 516,523 836,141
Ml 532750 56,730 L3040 $37407 812569 550476 340,176 19551 | S40TI7 ST 92 $37,084 8495 008
Arizons SAE66T 6,003 BIR6e0 329397 §8.248  33TM4F 0 53324 57011 545254 S4T.04 | E1%942 £67,582
Arkinsps 3272k ERT5T | E3303% 0 X23 M0S $6.8T2  SI0,677 hRLEN e 56,714 LA =57 S0, TR 14,523 £54 N5
Culifomin 23T M0 6,705 B44.74% 536208 S12607  B4EEIF 4R34 $8517 | 35705 865,385 | £33ES0 595,235
Culoradn 234,573 6,135 40,712 | S28977 $5.028 8517905 $41.620 37274 LR 550,206 Sl 180 K 156
Connectioul 45833 SE349  B34202 5374246 11380 B40006 348530 39087 | £57.617 50501 | E2TAT2 EE6975
Delawure 40,032 SEO00T  B4B034 530907 511224 842131 543,121 9,190 §52.11) S3XT19 | 531,376 ET4004
Distrct of 354 667 L0345 | B 00T . 347,157 144614 556,771 FTI4T 511,820 ER307T £79,124 M, 509 F109,123
Columbin
Florida 531,727 55904 £3T641 0 S30207  S10.587  S40709 $33TA4 S6,441 842 194 830,013 | %1769 £47,182
Gieargin 536,122 56,257 | $42408 527,549 S8.H20 536,360 S30659  ST.367 S47.026 843,071 | 820,401 §63,471
Husni 529994 h247 536241 830,333 §54213  SIXTIR R35484 FEO054 843,73 55 521 438 £74,200
b 325,807 $2278  £31,0RF | §2hH2 $O042 A2 ORY 30, T4E A, A30 37426 51 $L5,T26 %51,513
[linnis S40,445 B7A25 B4ROGD  S32300 810338 B4263E §46,21] 591014 55144 £31.530 £7R,022
Ity 34,136 EA95T | B,063 326404 37,172 B135K1 33X 38,6460 AT 115 S40,51R S5 42K
T S28533 E3§23 E1445F 525091 §6.900 S3TR02 $35550  SKOZT | RS S4450 563,536
Kansas 30,361 f6,296 36650 §23.23] S5048 520060 £55 548 57404 43,000 51K 4R2 £13.271
Kenucky 230374 56,251 §3661F 324821 §7.562 532403 S35 43K AT AN B2 841,367
Laruasiaar 530,125 L2041 £37066 0 $24.319 F6.548 K10 86T A54 080 37,193 £42 182 53,654
Muine F26,4984 5710 | 530604 S255TH 35,162 533,740 333050 56,777 LEL A 541,361 L SR
Maryland 535008 86316 $42301  $32633 511295 B43920  £42.462 SE00G R 465 s e e 1]
Massachsetts 542,653 57,553 | 550,206 334,157 STLT4S 544,507 352,514 A8,267 1,581 EO0ERY  BIR45G BRG, 38N
Michigan ERERC SE40T  B4B333 331,145 59,777 D417 540,252 SE350 BAREA2 S4E626 | B21.550 ET0,206
Nhinesols 36,2449 ST.000  £43 240 g3y 308 SRAT1 837606 £44 2958 A %G £33 201 40, 1046 17,728 L6 514
Mississippi 527374 55451 | $32.726 | 322354 $6.273  S2R62T  $28.471 F6,021 534892 IR T4 | 813208 851,954
Missouri 31181 86283 BI04 823738 S8,751 5S4 4RE S38a02 STATS | MSET7 41448 KT 368 £30.0018
Mlontanm $22,007 L4635 | BM664] 322457 §TA17 529874 F29.270 35,903 £35,178 541,314 H15, 688 BET.NZ
Meliruska 520315 56,106 §3531) 526244 36,500 532743 £36220 57,763 B432 S45 840 0 K1T.204 £h3, 043
8
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Mew
Humpshire
Mew Jersey
Mew Mexico
M Yark

Morth Caroling

Morth Dkt
Cihio
Oklibma
Oregon
'i’mﬁ}'lwnia
Hhode Lsland

Suul_h{;mhnu |

South Dakiaa
Tennessee
Texos

Litzh
Vermong:
Vigginia
Wishington

West Virginin |

Wisomsin
Wyoming

Si4, 800
533,674
54550
526,756
$ik6s,607
$32,435
524,778
£35.200
26,904
$32,067
§33,706
533,710
§30,291
524,001
531,753
534,933
529617
527,264
S35674
$37,729
S22
533,63
§25,68K

K77
56,1260
ETiE
55,188
R, 132
6,237
4,977
£7,171
55,386
46,716

ETALS

§7,037
G6,0151
54,838
56,113
6,352

§5.390

83,544
L6302

57,653 |

6,787

§7302 |

54,951

£41,019

| 539,500 |

§53,007
§31,974

| $54,774

38671

| §au,755

42462
32,290
36,753

| $43,121

0,756

| 36,344

S28,870
£37, K60
841267
$35,007
$32, 508
$42.066
545,381
$34,799

43,385

30,64

§34,993
526,782

540,270
126,759
£37,564
527544
320,476
520,003
523412
420,516
531,912
$33 662
$26,202
121,102
125,702
126,606
5240981
126,857
$38,174
531455
421 554
528,596
$24,0KH

S5

59,200
511,408
58,147
$16,M0
$7.081
$5.651
510,052
54,635
£13,210
511,574
510,421
$7,348
$7.051
§%,050
36,858
§9,882
35,359
$5 R44
£10,201
57,045
E906
§6.452

S4R.402

S359R5

§51,677
§34,956
554,650
§15.526
526,627
£30, 054
§30,247
§42,726
543,507
S44., 053
531,550

528,152

833,759
533404
§34, 866
533216
37,081
541,258
831,845

515,241

530,453

6,260
541,512
546 66
§32,730
554,297
537400
539212
£30 305
532,997
§30,175

$41,610

340,027
$34.212
331,600
530,840
340,539
55404
$32,406
£43,701
548 585
533962
538914
$32.203

46,497
£7,799
55,670
i, 803
549,355
7,146
35436
55,315
56,925
§7.851
55,900
88294
36,965
56,542
37,124
§7.255
47,462
57,531
$7,614
55,897
57,760

55,633

57,165

842,756

49411

535, M5

£39,393
£02,652
245,046

T

47,623
£34,522
47,026
S50 510
£48,322
£41, 70K

538,143

43,963
54T e
£42,057
LEL R
£51.31%
£57482
£41,731
47,547
34371

§54.317

543,243 |

864,177 |

543 460

s1,5%6

S45 466

41,904

S45.360

S10,954 |

54 AT

S0, 566 |

837,779
846,285

SIHHIT |

842,135
$47,963

841,242 |

$46,600
§47.213

30,608 |

ST4TT

46,735

§43.298 |

§31,842

S20AST

£25,246
17,086
$36,673
S, 76E

516,914 |

520,750
S14,592
526,667

£26,952 |

52| 480

S1T,H09

$13,723
SLk A58
S18,571

S1T 466

520,318
£20,042

$22,608 |

£13,196

£23,452

523,058

Authar's calculations from Mational Income ad Produce Accounts ditn, 1995 figures are expressed in 2017 dollars, sdjusted using the POE deflator.

29

66,158
565,654

555,423
860,546
13,200
£62,235
B3RE1E
560,314
534,955
S&1,141
§76,577
£79.267
564,034
50,538
S60,593
Bl B34
L i
567,005
%67,315
§79,286
LE05TL
S, 730

568,793
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