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Executive Summary

Qud ity government servicesfaceattack from many fronts. Tax
giveaways, raidson public reservesand amgor drop inthe economy have
all combinedtodrainvita resourcesaway from government programs.
This, inadditiontowidespread early retirement incentivesand amassive
waveof Baby Boomretirements, will takethemost skilled and expert
employeesout of public service. Public servicenolonger isviewed asan
employer of choice; weare seeing unprecedented voluntary separationsin
many statesaswell. Therearemany job opportunitiesfor knowledge
workers. The public sector needsto compete with the private sector to
maintain quality services. What hasbeenreferredtoasa“quiet crisis’ is
getting louder by themoment. Public employeeunions, government
administratorsand those setting the coursefor government policy must act
now to addresstheclear threat facing quality public services.

Forty-five percent of al government employeesare considered Baby
Boomers(born 1946 —1964), eligibletoretireinthe next fiveto 10 years.
Baby-boomer retirementsand turnover will be exacerbated by early
retirement programsand cutbacksforced by statelegidatures, county
councils, Congressand policy makers. Turnover at every level of
governmentisincreasing. Althoughthework forcehascontinuedtogrow in
absoluteterms, it has been growing at adeclining rate since about 1980.
Thereare 3.4 million fewer workersin Generation X and Generation'Y.
Therewill be morevacanciesand fewer digibleworkers.

Theappeal to new workershasto be more sophisticated and focused given
thedifferent goal sand attitudes of workersnow entering theworkforce.
Establishing amore effective government recruitment and retention program
representsadramatic shift in operating procedurefor most public
employerssince, historically, little hasbeen doneto advertise and promote
jobsingovernment service. Leadersingovernment andinour unioncan
help to change operating procedures and help promotethejobsthat build
our communitiesand strengthen our nation.

Finding creativewaysto attract and retain employeesto public service
requiresthat unionslearn what different peopledesireintheir working lives.
Itisimportant to understand demographi csand the key generationa
differencesinwork style, so that in designing an effective recruitment and
retention plan, unionstarget all generations.

Strategiesto deal with therecruitment and retention problem must include
an anaysisof compensation and benefitsavail ableto public employees
along with ananaysisof how these salariescomparewith dternative
employment opportunities. Through professiona polling of our members
acrossthe country, we know that, in additiontoincreasing salaries, AFT




public employeesfed that their employersneed to offer professional/career
development opportunitiesand moreflexiblework schedulesto effectively
addressthisproblem.

Sincethereisno one-size-fits-all strategy to attract and retain employees,
unions must work to insurethat employeesare offered choicesin avariety
of drategies, including career devel opment, remuneration, job flexibility,
lifestyle, highroller and body and mind. Within each of these strategiesare
toolsthat are attractiveto the different generationa cohorts.

In order to addressthethreat facing government services, thetask force
makesthefollowing recommendations.

1. Publicemployeeunionsat all levelsmust beactivein pursuinga
completework forceassessment. Whilethisisoftentheobligation of an
enlightened employer, public employee unionscan havether own approach
toworkforceplanning. Any programlikethisworksbest withthe
involvement of public employeesand all stakeholdersfromthe start of the
processthroughimplementation and analysis.

2. Collect work forcedata on an ongoing basisto help gover nment
establish and maintain acomprehensivewor kfor ce plan.

3. Theunion and management should work together to monitor
and survey employeesatisfaction levels. Through avariety of tools,
employee attitudes and recommendations must betakeninto consideration
inthedesignand flow of work. Involving employeesinworkplacedecision
making and inthemission of theagency canyield greater employee
satisfaction that trandatesinto better serviceto thepublic. If theemployer
refusesto get involved with surveying employees, theunion can act tofill the
void.

4. Publicemployeeunions, gover nment administrator sand policy
maker smust work together to develop a strategy to addresswork
forceneeds. Current testing, hiring, promotion and transfer policiesneed
to be analyzed to determine whether these practices meet thework-life
expectationsof current employeesand appedl to the different generationsof
potentia employees.

5. Stepsmust betaken to establish alearning, challenging
environment that allowsgover nment employeesto beinnovative,
productive, independent knowledgewor kers. By movinginthis
direction, employeeswill have agreater connection to themission of the
agency, morejob satisfaction and abetter opportunity to improve services
tothepublic.

6. Individualsenteringthework forcehavelittleexposuretothe
benefitsof publicemployment becausethereislittlebeingdoneto



recruit and educate potential employeesabout the value of

gover nment wor k. Publicemployeeshaveindicated astrong willingness
to help with recruitment efforts, but these effortsneed to be much more
aggressiveand pervasive. Low-techjob fairsand high-tech web sitesand
many forumsin between offer opportunitiesfor public employerstoinform
potential employeesabout the exciting and important work being done by
government agenciesacrossthe board.

7. Effectiverecruitment and retention programsrequirea

cooper ativelabor-management partner ship. Thispartnershipisbest
established through the coll ective bargaining process, where the parties
cometothetableasequas. A meaningful labor-management partnership
that gives employees-who know thejob best- greater say and more control
over their work benefitsall parties. employees, government administrators,
policy makersand the public at large.

8. Real action onrecruitment and retention issuesrequiresreal
leader ship. Government and union leadersmust be advocatesfor
educating people about the problemsfacing government serviceand call for
action to addressthese problems. To addressthese problemseffectively,
our leaders must make public sector recruitment and retention apriority.
Only through real leadership can we hopeto gain theresources necessary
toimplement ameaningful plan of actiontoimprovethe government
workplace and servicesto the public.




Foreward

Art Foeste, atax auditor with the Wisconsin Department of Revenue,
remembersrepresenting hisdepartment at acollegejobfair. “Hundredsof
studentswalked right by my booth when they found out that | could not
offer thesalary they found necessary to pay their student loans, and | was
not ableto makethem an offer for many months.”

For Foeste, thiswas an eye-opening experiencethat, asalocal union
president, set off all sortsof darms. Whomwould theunionturntofor
leadership inthenext 10 or 15 years? How would the state of Wisconsin
maintainthe high quality of servicesitscitizenshad cometo expect if, asan
employer, the state was unabl e to attract the best and the brightest and,
instead, had to settlefor the desperate?

The AFT Public Employees program and policy council authorized the
Recruitment and Retention Task Forceinthe summer of 2000 in response
to Foeste’'s concernsand those of many local |eaders. Public employees
were separating from servicein large numbers, often through retirement or
to pursue better jobs, and it seemed that therewaslittle employer interestin
adapting public servicein waysnecessary to attract new candidatesto our
work. Therecruitment and retention crisisfacing government serviceisnot
uniqueto our division of theAFT. BoththeK-12 teachersandthe health
professionalsrepresented by the AFT also faceashortage of quaified
candidates and are continuously evaluating new toolsto attract peopleto
hedlthcare or teaching.

With the June 2001 release of theinterim report, The Quiet Crisis:
Recruitment and Retention in the Public Sector theissuesidentified

hel ped provide broad definitions of thetoolsneeded torecruit and retain
employees. Asthetask force continued itswork in 2001-2002, we
became committed to providing aforum for both labor and management to
discussrecruitment and retentionissuesaround thesametable. In
December 2001, most of thetask force membersinvited their management
counterpartsto participatein such discussions. Thisexperienceprovedto
bethe most interesting of our two year program. Special thanksto our
management counterparts: Eric Fenner (Franklin County, Ohio), Steve
Serra(state of Maryland), Paula Stoll (state of Montana), Ken Purdy (state
of North Dakota) and Michael Sandal (North DakotaUniversity System),
Michael Soehner (state of Wisconsin) and Bobbi Mariani (state of Kansas).
DavelL ewis, astatelegidator from Montana, added inva uableinsightsto
our discussions, and wethank him for making thetrip from Montanato our
nation’scapitd to participate.

At our find meetingin March, Dr. LindaDuxbury from Carleton University



in Ottawa, Ontario, Canada, hel ped usdevelop an overview of our report.

Over thelast two years, thetask force membersrelied on anumber of
peoplewho provided inva uableinformation and experience. They include:

Marcy Magid and Elliott Susselesfrom The Sega Company provided
information on cafeteriabenefits.

Lorel Wisniewski fromWorkplace Economicsdiscussed theredlity of state
employeebenefits.

Jewell Gould, AFT Research Department Director

Ed Muir, AFT Research Department

John Abraham, AFT Research Department

Steve Serra, Recruitment and Examination Division, Stateof Maryland
Jonathan Walters, author and journdist for Gover ning magazine
LoralLovosky and LindaAnse mini from Organizationa Navigators
Guy Molyneux, Hart Research

David Strom. AFT Lega Department

Theexperience around thetable at each and every task force meeting a so
provided for exceptiona interchangesamong participants. Thanksto
DennisZiemer, who highlighted theflex timeschedulesinthefedera
government, Todd Lovshin, for hisdiscussion with PaulaStoll and Dave
Lewisof thedternate pay plansin Montanaand Gary Pagels, Mike
Soehner and Art Foestefor their discussion of the Wisconsin broadband
system. Specia thanksto Lorel Wisniewski for her valuable assistanceand
expertise. Lorel’ sbackground and knowledge of workplaceissueswasan
essential resourceto thework of thistask force and added tremendous
valuetothereport.

Hundreds of newsarticles, research papers, polling dataand government
documentswerereviewed in preparation for thisreport. To aperson, each
participant had apersonal experiencethat demonstrated the employer’s
inability to attract candidatesfor particular jobs. Therecruitment and
retention crisisfacing government serviceisnot going away. Itisaunion
issuethat AFT Public Employeelocal s must begin to address. We hope
that thisreport isuseful inexamining themany optionsthat areavailableto
make public serviceajob of choice.




Baby boomers constitute such a
large percentage of government
employment that, when they
leave, public service will face a
disproportionate share of the
recruitment burden facing the
general economy.

| ntroduction

A crissloomsover thefuture of government services. Forty-five
percent of all government employeesare considered Baby Boomers(born
1946 - 1964) who will beeligibletoretireinthe next fiveto 10 years.
Magnifying theimpact of these Baby-boomer retirementsand turnover are
early retirement programsand | egid ative cutbacksresulting from as ow
downinthecurrent economy. Turnover at every level of governmentis
increasing. When one couplesthesefactswith the hard reality of
demographics, the picturegrowseven bleaker. Thereare 3.4 million fewer
workersin Generation X and GenerationY. Therewill bemorevacancies

If your employer wereto offer an early-retirement option that was
financially attractive, how likely would you beto retire?

AFT Public Employees Survey
Hart Research, June 2002

O Very Likely

H Fairly Likely
W Just Somewhat
O Not Likely

B Not Sure

andfewer digibleworkers. Government will belosing itsmost experienced
workerswhilefacing fewer potentia replacementswho view government
serviceasadesirable employer of choice.

Baby Boomers constitute such alarge percentage of government
employment that, whenthey leave, public servicewill facea
disproportionate share of the recruitment burden facing thegenera
economy. Public safety, job growth, carefor thoseless able, protections
for our air, water and environment, scientific advancement, medical

assi stance and thousands of other servicesthat nourish and enrich our
society will be handicapped by the recruitment and retention problem facing
government serviceinour nation. Servicesthat build and strengthen our
communitieswill not beavailableat existing level swithout hiring talented
and knowledgeabl e employeeswho can and wishtofill themounting



vacanciesthroughout government service. Clearly, wemust takeactionon
behdf of current and future public employeesand on behalf of thepublicin
genera to helpinsurethe continued ddlivery of quality public services.

Some5 million employeeswork in state and local government acrossthe
United States. Half work under the protectionsand benefits of acollective
bargaining agreement; far too many work in public servicewithout these
rightsand protections. Statelawson collectivebargaining vary widely, and
half thestatesinthe country still do not provide meaningful collective
bargaining rightsto public employees. Publicemployeecollective
bargaining isfurther complicated by apatch-work quilt of stateand local
lawsand executive ordersthat vary considerably. Other stateswithout
collective bargaining rightsleave public employeesto thevagaries of civil
servicemerit protections, and still other statesarethrowing out merit system
protectionsatogether infavor of anat-will system of employment.

Inthose stateswheremeaningful collective bargaining exists, public
employeeshaveagreater opportunity to addressthe problemsfacing their
workplace. Employeesaremorelikely to feel aconnectiontotheir work
and to the mission of the government agency when they havethe
opportunity to betruly involved inthedecisionsaffecting their work. This
stronger connection between employeesand their work reducesthe
potential for early retirementsor separation to seek other employment.

Membersof AFT public employee unionsacrossthe country and at all
levelsof government arefedling theimpact of government’ sinability to
recruit talented, well trained employees. Our membersareworking harde,
doing morewithless, asjobsgo unfilled and asrecruitment optionsdwindle.
Membersareleaving government employment for morelucrative positions
elsewhere, and the average age of current employeesisincreasing
dramatically. Building and maintaining quaity government serviceisunion
work, andit can only bedonewith theinvolvement of aquality workforce.
Thebest way toinsurethat involvement isthrough ameaningful collective
bargaining process.

Recruitment and retention problemsface the country asawholeand not just
those stateswithout public employee collective bargaining. Some
jurisdictionsare having greater successthan othersin addressingthe
problem. Moreand more statesinthe AFT Public Employeesnationwide
compensation survey areindicating that they havea* performance-based’
compensation system. Other statesarelearning that they need to reform
their pay plansby changing the classification system, or “ broadbanding”

their classification system. Somejurisdictionshave developed so-called
“pay-for-performance” schemesto try to addressthe compensation
problem. These compensation trends have had animpact in someplaces; in
othersthey have been abandoned for lack of results, poor planning or any
real commitment by theemployer or thelegidature. Red progresson
compensation reforms can best be made wherethereislegitimate employee

In those states where
meaningful collective bargaining
exists, public employees have a
greater opportunity to address
the problems facing their
workplace.



Fifty percent of government jobs
are in occupations that can be
categorized as knowledge
workers, those requiring
specialized training, education
or job skills.

input and aredlistic commitment of money and resources by theemployer.

Thereisno smpleanswer, nosilver bullet, to therecruitment and retention
problem. We must work within thereality of our time. Some public
jurisdictionsrecogni zetheimpending recruitment and retention crisisin
government service but aretrapped by therealitiesof public serviceand the
political landscape. Somejurisdictionshavetriedinnovative compensation
systems, however, thevarious systemsare not funded toinsuretheir
success. Budget cuts, layoffsand soaring hedlthcare costsare challenging
todl public serviceemployers. Whilethe human resource department tries
desperately to encourage older workersto continuetheir employment, the
city council or thelegidature offersan early retirement incentivethat pushes
employeesout thedoor.

Thepublic sector isadversely affected by theimpending loss of knowledge
workers. Knowledgeworkers can be defined asanyonewho worksfor a
living using knowledge and information. For example, aknowledgeworker
might be someonewho worksat any of thetasksof planning, acquiring,
searching, anayzing, organizing, storing, programming, distributing,
marketing, or otherwise contributing to the transformation and use of
information and those who work at using the knowledge so produced. Fifty
percent of government jobsarein occupationsthat can be categorized as
knowledgeworkers, those requiring specialized training, education or job
skills. 29 percent of al private sector jobsare categorized thisway.

Thisfina report offersunionsdemographic dataon theimpending crisisas
well asavariety of toolsto addressthe needs of each generation of
workers. We havereviewed hundreds of ideas and concluded that these
toolscould work in many different circumstancesto hel p make government
service more attractiveto new recruitsand the current work force. Our
union, likethe government work force that we represent, isextremely
diverse. Weencouragelocal leadersto review our recommendationsand
suggestionsand usethoseideasthat best fit local circumstances.
Innovative, original ideasto address|ocal situationsmay bethe best fit of
dl.



Demographics

Publ icemployment hasmoved fromasdllers market to abuyers market
dueto the decreasein availableworkersand competition from other hiring
sectors. Thirty yearsago, government employment wasfar different —for
every posted job vacancy, as many as 50 unsolicited applicationswere
received. Peoplewere content towait for six to eight monthsto hear about
their gpplication. Publicemployers greatest hiring task wastaking thetime
toreview al of theresumesand conduct interviews. Thisisnolonger the
case. Today positionsremain vacant for monthswith no qualified applicants
or only minimally qudified gpplicants.

Itisno secret that the aging of the Baby Boom generation hashad, and will
continueto have, atremendousimpact on theeconomy. Baby Boomers—
the 76 million born between 1946 and 1964—havelargely determined the
demographic profileof our nation’swork forcefor the past 30 yearsand
will continueto do so at least until 2025. Early Baby Boomersbegan
entering thelabor forcein the 1960s, followed by most of their generational
cohortsduring thefollowing decade. Althoughthework forcehas
continued to grow in absoluteterms, it hasbeen growing at adeclining rate

Annual Rates of Labor Force Growth
3.0%: 2.6%
2.5%
2.0%: 1.7% 1.6%
1.5%1 | 1.1% 1.2% 1 qoy
1.0% R
0.5% 0.2%
0.0%-

& & & & P P
SO SOOI O U S

Source: U.S. Bureau of Labor Statistics

sinceabout 1980, asshown inthe chart, below. Thegrowthrateis
expected to decline even more sharply from 2015 to 2025 asthe Baby
Boom generationretires.

Asthegrowthrate of thelabor forcedeclines, thelabor forceoverall will
experiencearisein average age dueto the overwhel ming influence of the
Baby Boom. The proportion of the labor forcethat is55 yearsof ageor
morefell when the Baby Boomersfirst entered thework forcein the 1960s
and rosearound 1990 asthis generation reached middlie age.

Baby Boomers—the 76 million
born between 1946 and 1964—
have largely determined the
demographic profile of our
nation’s work force for the past
30 years and will continue to do
so at least until 2025.
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What is less well known is that
the impact of the aging of the
Baby Boom on employment and
the work force will be
disproportionately experienced
by the public sector.

Percentage of Labor Force Age 55 or Older

25% -
20% + 117.2%18.1% 17.5%
15% -
10% -

19.6% 20.1%

Source: U.S. Bureau of Labor Statistics

AsBaby Boomers progressed through their careers, followed by fewer
workersavailableto succeed them in later generations, the median age of
thelabor forcerosefrom 34.8 yearsin 1978t0 38.7 yearsin 1998. By
2008, the median age of thelabor forceisprojected to be 40.7 years.

Median Age of Labor Force

40.7 yrs
34.8 yrs 359 yrs

Al

38.7 yrs
40

20

1978 1988 1998 2008

Source: U.S. Bureau of Labor Statistics

What islesswell knownisthat theimpact of the aging of the Baby Boom
on employment and thework forcewill be disproportionately experienced
by the public sector. Inanarticleentitled “ Gauging the Labor Force Effects
of Retiring Baby Boomers,” (Monthly Labor Review, July 2000),
economist Arlene Dohm of the U.S. Bureau of Labor Statisticsidentified
occupationsthroughout thework force with agrester than average number
of workersover theageof 45. Many of theseidentified occupationsfell in
thepublic sector at all level sof government. Inthiscategory were
congtruction ingpectors, public sector managersand adminigtrators,
education and related administrators, librariansand library clerks, bus
drivers, teachersat al levels, counsd ors, psychol ogists, inspectorsand
complianceofficers, welfareserviceaides, socia welfaredigibility clerks,
personnel clerks, civil engineers, nurses, practical nurses, operationsand
research analystsand social workers. In each case, morethan 30 percent



of the occupation’sincumbentswere over the age of 45.

IntheQuiet Criss, the AFT Public Employee Recruitment and Retention
Task Force documented this phenomenon with evidence suppliedina1999
study by Samuel M. Ehrenhdt of theNelson A. Rockefd ler Ingtitute of
Government prepared for the Center for the Study of the States. Don
Boyd, aso of the Rockefd ler Institute, hasupdated the original study using
datafrom 2001. Wewere surprised to see the magnitude of demographic
changesthat have occurred in that brief two-year period. Thegraphsand
information that follow are based on both the 1999 and the more recent
2001 studies provided to usfor thisreport by the Rockefel ler Institute.

According tothe Rockefd ler Ingtitute, 46.5 percent of government employ-
eeswereover theageof 45in 2001, up 2.5 percentage points since 1999.
By comparison, 31.2 percent of private sector employeeswere 45 or older
in2001—till alarge percentage, but sgnificantly lessthanin government.
In the private sector, the percentage of workersover age45roseby 1.1
percentage pointsfrom 1999 to 2001.

Workers over 45 in Government and Private Sector,
1999 and 2001
50% - 44.0% 46.5%
40%
30.1% 31.2%
30% -
20% -
10% -
0% T
1999 2001
O Government B Private Sector I

Source: The Nelson A. Rockefeller Institute of Government

I n contrast—and compounding the problem—younger workersunder the
ageof 35weremorelikely to befound inthe private sector, with 43.2
percent employed inthe private sector and just 27.4 percent in government
in2001. The percentage of workersunder 35fell lessthan 1 percentinthe
private sector but actually rose by just one-tenth of 1 percent in government
ascompared to 1999. Thisdlight riseinthe proportion of workersunder
35 combined with thelarger increasein workersover 45 al so suggeststhat
the proportion of mid-career workers between the ages of 35 and 45fell
during thissametwo year period from 28.7 percent to 26.1 percent. The
percentage of mid-career private sector employeesalsofell from 26.7
percent to 24.9 percent of all private sector workers.

11
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A predominance of older work-
ers is found at every level of
government.

Workers under 35 in Government and Private Sector,
1999 and 2001

50% ~ 43.9% 43.2%
40% +
30% +
20% -

10% -

0% -

1999 2001

O Government @ Private Sector

Source: The Nelson A. Rockefeller Institute of Government

A predominance of older workersisfound at every level of government.
Thefedera government employsthelargest proportion of older workers

Workers Over 45 and Under 35
by Level of Government, 2001

60% - .
50% - °03% 46.3%

40% -
30% -
20% -
10%

0% -

Federal State Local

\OOver 45 @Under 35 |

Source: The Nelson A. Rockefeller Institute of Government

over theage of 45, while state governmentsempl oy thelargest percentage
of workersunder 35.

Finaly, the predominance of older workersin government ascompared to
the private sector holdsin every region of the United States. Older workers
congtituteasignificantly larger portion of the government work forcethanin
the private sector for each of the nine Censusregions.

Thetablebel ow showsthe percentage of employeesover 45, by Census
region, for both the government and private sectors.



Workersover 45 by Census Region, 2001

Region Government Private Sector
New England 50.2% 33.5%
Mid-Atlantic 48.0% 33.2%
East North Central 45.6% 32.5%
West North Central 45.8% 31.7%
South Atlantic 47.2% 31.9%
East South Central 47.1% 31.7%
West South Central 45.6% 28.7%
Mountain 46.0% 29.1%
Pacific 44.8% 28.6%

Source: The Nelson A. Rockefeller Institute of Government

Thecrigsisquiet but clearly profound. Withtheimpending exit fromthe

work force of our most experienced personnel and ashortage of younger
workersto succeed them, unionsand public sector managers must work

together to confront recruitment and retentionissuesthat promiseto chal-
lengethe public sector for yearsto come.

Four Generations of Workers

If weareto confront our future recruitment and retention challenges, itis
necessary to understand the generational cohortsand the attitudes of those
weseek to attract to public service. For thefirsttimein U.S. history, four
different generationsof employeesareworkingsideby side:

» Traditionalists(WWII or GI generation) —born 1945 or earlier
» Baby Boom-1946-1964

* Generation X -1965-1979

»  Generation Y (Nexusor Echo boomers) —born 1980 or later

Reprinted by permission of The Segal Company. ¢.2001. All rights reserved.

Finding creativewaysto attract and retain employeesin public service
requiresthat unionslearn what different peopledesirein their working lives.
Itisimportant to understand demographi csand the key generational

New England: ME, VT, NH, MA, CT, RI
Mid Atlantic: NY, NJ, PA

East North Central: OH, MI, IN, IL, WI
West North Central: ND, MN, SC, NE,
KS, MO, IA, MN

South Atlantic: WV, VA, DE, MD, DC,
NC, SC, GA, FL

East South Central: KY, TN, MS, AL
West South Central: OK, AR, LA, TX
Mountain: MT, WY, ID, NV, UT, CO,
AZ,NM

Pacific: AK, HA, CA, OR, WA

13
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differencesinwork style so that in designing an effectiverecruitment and
retention plan, unionstarget all generations. Thisisnotasimple
undertaking; however, our task force benefited from thework of many
expertswho have conducted researchinthisarea. Following thework of
the Segal Company, Dr. LindaDuxbury of Carleton University and others,
we have defined generalized characteristic va uescommon to each
generationd group: Traditiondists, Baby Boom, Generation X and
Generation.

Traditiondids
COREVALUES

Cautious

Self-sacrificeand deferral of rewards
Build and save for a better future
Black and whiteworld view
Traditional

Deferent to authority

Teamwork

WORK VALUES

Loyalty

Dependability

Persistence

Hard working

Wisdom and experience over technical knowledge
Authoritarian

Baby Boom

COREVALUES

Optimism

Entitlement

Sdf-fulfillment

Non-conformist

Experimental

Objective sense of right and wrong

WORK VALUES

Acceptance of stress

Team oriented

Workaholic

Importance of title/status symbols

Demanding of respect and sacrifice from subordinates

Generation X

COREVALUES

Comfort with technology
Adaptable to change
Non-traditionalism




Acceptance of diversity
Confidenceand self-reliant
Immediategratification

WORK VALUES

Working within the system

Sacrifice personal lifefor advancement
Dependent on close supervision
Dedicated to goal achievement
Desirefor job security

Insecure

Desireto be recognized

GenerationY

COREVALUES

Comfort with new technology
Adaptable to change
Subjectiveview of reality
Optimism

Diversity

Globally connected
Networking

WORK VALUES

Independence and autonomy
Challenge seeking

Variety seeking

Distrust of hierarchy and authority
Continuous devel opment of skills

Lack of loyalty/unwillingnessto commit
Work-lifebalance

Fun and communal workplace

Itisclear that each generation hasfaced adifferent set of circumstances
both intheir upbringing and intheir workingworld. Traditionalistsoften
view work from the scope of seniority —if youwaitinline, it will beyour
turn someday and you will get apromotion, an office, achancetotravel,
whatever the case may be. Baby Boomers havethe understanding that
stressisnecessary intheir lives, that teamwork getsthingsdone and the
morework that you do, the better off you will beinyour work life. They
fed that “they madeit and they’ ve earned respect from their subordinates’.
Generation X seeksjob security and close supervisionto achievegoals.
They seek recognition fromtheir supervisor. They arelesslikely toignore
thework and lifebalance. Generation'Y isindependent and doesn’t believe
inseniority or job security.

In order to attract and retain younger workers, Dr. Linda Duxbury suggests
that public servicemust:

15
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Younger employees are looking
for an employer who can provide
life long learning and career
development to prepare them for
the future.

In order for the public sector to
become an employer of choice,
it must recognize the different
needs of the generations and
appeal to all of the workers,
striking a generational balance
that eliminates the potential for
conflict.

Vary assgnments

Teach new skillsand provide ongoing career development
Coach and mentor

Keepthem*intheloop” withinformation

Provideinstant feedback

Reducehierarchy

Tiepraisefor ajob well doneto aconcretereward

Younger employeesarelooking for an employer who can providelifelong
learning and career devel opment to preparethem for thefuture. They want
morethan just asdary; they want alifestylethat focusesonwork-life
balance and ahealthy workplace. Two-thirdsof Generation X and
Generation’Y employeeswitnessed layoffsand the effectsof downsizingin
their family firsthand in the 1980sand are unwilling to dedi catethemselves
to an employer who doesn’ t respect thework-life balance.

In order to attract and retain ol der workers, the public sector needsto
analyze human resource policiesto insurethat they do not discourage
recruitment of older workersor encourage older workersto leave.
Examplesof these policiesare pushing early retirement, providing benefits
only tofull-timeemployeesand offering noflexibility in benefitsor hoursof
work. Dr. Duxbury offersanumber of suggestionsto attract older workers:

» Deveopflexiblework options, such aspart-time positions, job sharing,
reduced hourswith reduced pay, flextime and phased retirement

* |nvestintraining, retraining, career development and reward systems

suitablefor workersof al ages

Redesign work spacewith brighter lighting and ergonomic workstations

Offer flexiblebenefits

Implement el dercare and home care assistance programs

Provideretirement education

(Source: Dr. Linda Duxbury Presentation to Task Force March 12, 2002)

There arethree notable differences between the Baby Boomersand the
Gen Xers. Gen Xersaremarrying earlier and having children earlier
than the Boomersdid. For thisgeneration, reasonablefamily health
insurance and child care programsmay be more attractiveto younger
employeesthan they werein the generation beforethem. Younger workers
(Gen X and Gen'Y) are starting earlier to save for retirement, which
may indicatethat pension planning classesand astrong pensionaremore
attractiveto these employeesthan once thought. Lastly, Generation X and
Y employees are moreracially diver se than the Baby Boomers. Younger
workers seek awork environment that reflectstheir reality and must mirror
their diverse upbringing. (The Sega Company, “ TheAging of Aquarius: The
Baby Boom Generation Matures’)

Employeesof al ageshave particular expectationsfrom theworkplace. In
order for the public sector to become an employer of choice, it must
recognizethedifferent needs of the generationsand appeal todl of the
workers, striking agenerationa balancethat €liminatesthe potential for
conflict.



TheTotal Compensation Package

The desirefor fair and equitable compensation isan employment goal
commonto al generations. Compensationisthemost crucial link between
an employee and theworkplace, and most organizationsredlizethat the
primary goa of compensationisto recruit and retain employees. Because
compensationisfrequently thedetermining factor inanindividua’sdecision
to accept anew job or leave one' s current employment, theimpact of
compensation on recruitment and retention cannot be understated.

Benefitsarethe second part of thetotal compensation package that

empl oyees cons der when making decisionsabout employment. Whilemost
public employeesor prospective public employeesexpect to recelve such
benefitsashealth and lifeinsurance, apension plan, vacation and sick leave,
the particular mix of benefitsdesired may vary by generation. Soaring
hedlth care costs have made hedl th insurance ava ued benefit for al
employees, but medical, denta, vision careand smilar benefitswill be most
prized by thosewith the greatest need: employeeswithfamiliesor those
who experience health problems asthey age. Generation X and Generation
Y arejust beginning to save, but pensionsarejust too far inthedistant
futureto take priority when compared with moreimmediate concernslike
repaying educational loans, getting that second degree and finding new
chdlenges.

A thoughtfully designed benefit program can s multaneoudly servevery
different setsof needs. Dependent careisprimarily associated with young
familieswith small or school-aged children but can aso assist Baby
Boomersfaced with caring for aging parents. Flexiblework schedules,
telecommuting and other novel work arrangementsappeal to busy families,
to older employees contemplating agradud shift toward retirement living,
andtoindividuasof any age seeking ahedlthy balance betweenwork life
and personal pursuits. Many of these benefitscan be provided at very low
or even no cost to theemployer. Often, what ismost needed to get started
iscreativity, flexibility and commitment.

Public employeeshave generdly enjoyed relatively attractive benefits
packageswhen compared to their private sector counterparts, athough
benefitsvary considerably among jurisdictionsand for different groupsof
employeeswithinjurisdictionsaswell. Fifty-eight percent of non-federa
employeesbelieved federa hedth and retirement benefitswere superior to
thosefound in private business, according to the Hart and Teeter study, The
Federal Brain Drain, and 39 percent of respondents saw benefitsasthe
primary advantage of working for thefedera government. (Job security
was cited asthe second advantage.) Through collectivebargaining, AFT
Public Employeeleadersand public jurisdictions can ensurethisadvantage
of public employment doesnot erodeand remainsavitd tool for effective
recruitment and retention.

While most public employees or
prospective public employees
expect to receive such benefits
as health and life insurance, a
pension plan, vacation and sick
leave, the particular mix of
benefits desired may vary by
generation.
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In the 2002 AFT Public
Employee Hart Survey, 93
percent of AFT Public
Employees stated that
increasing salaries would be
somewhat effective or very
effective in improving
recruitment and retention in their
departments.

Compensation

Inthe 2002 AFT Public Employee Hart Survey, 93 percent of AFT Public
Employeesstated that increasing salarieswoul d be somewhat effectiveor
very effectiveinimproving recruitment and retention intheir departments.
Most sgnificantly, itisnot just thelevel of pay that matters, but relative pay,
meaning the relation between any employee’ spay and the pay of smilarly
situated workersin the outside labor market or el sawherewithinthesame
employer. Anemployee may bereasonably content with his paycheck—
until hefindsout that hisneighbor earns $75/week moreat aprivatefirm
downthestreet. Intheir study, The Federal Brain Drain, Peter Hart and
Robert Teeter reported that 78 percent of non-federal employeesand 70
percent of senior federal employeesbelieved that offering competitive
sdarieswould bevery effectiveinrecruiting new employeesto thefedera
government. New labor market entrantswill not seek employmentinthe
public sector if starting salariesfall below what they can get fromaprivate
firm, especidly if they arenot ensured of the opportunitiesfor
advancement—in some cases, rapid advancement—that they associatewith
privateemployment. Other young workersmay usejobswith stateand
loca government to gain someinitial experience, then accept morelucrative
positionswith privatefirmsat thefirst opportunity.

Mid-career private sector workers seeking change cannot be expected to
accept employment with apublicjurisdiction unlessthat public employer
can offer them apremium abovetheindividua’scurrent sdlary. Whilesome
individualsmay bewilling toforgo aboost in sdary inexchangefor
improved benefits, work schedulesor other quality of lifeworking
conditions, most would at |east expect toretain their current level of
compensationin making ajob switch.

The AFT Public Employee Compensation Survey 2002 compiled salary
information from 46 stateson arange of professional, technical and
scientificjobs. While compensation practicesvary considerably from state
to state, and even from job to job within states, the study revealed severa
glaring salary deficiencieswhen state government salariesare compared to
private sector salariesreported by the U.S. Bureau of Labor Statistics. The
chart and table bel ow compare median average salariesas of March 2002
for the private sector and state governmentsasreported intheAFT survey.
Theprivate sector pay dataare estimated from the National
Compensation Survey 2000 published by the U.S. Bureau of Labor
Satidtics.



Median Salaries, March 2002
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Median Annual Salaries, March 2002

Occupation Private Firms State
Government

Accountants $ 43,417 $ 36,816
Biologists $ 54,995 $ 41,614
Chemists $ 66,281 $ 37,360
Geologists $ 64,317 $ 40,800
Nurses $ 43,056 $ 42,325
Programmers $ 49,348 $ 42,804

Source: AFT Public Employees Compensation Survey 2002

Fifty-six percent of responding AFT public employeesindicated that low
sdary andlow starting pay arethereasonitishardto recruit inthe public
sector (Hart Survey, 2002). Thisopinionisparticularly profoundinthe
Midwest, where 75 percent of AFT public employeescited low salaries
and starting pay asthereasonfor recruitment problems, and also among
AFT public employeesin non collective bargaining states, where 73 percent
shared thisbelief. Thenext most frequently cited reason for recruitment
problemswaslack of qualified applicants, cited by just 17 percent of AFT
public employee survey respondents.

Not only must starting salariesbe sufficiently attractiveto recruit new
employees, but sdary progression and advancement opportunities
throughout one’s career must remain competitive with private sector
aternativesin order to retain experienced workers. Employeeswho prefer
toremaininthesamejob or job family also expect pay increasesasthey
gain knowledge and experienceintheir chosen fields. When expected
promotional opportunitiesor salary increasesdo not materialize, public
employeeswill soon redizethat their salarieshave not kept pacewith
market pay, and theemployer may experienceretention difficulties.

Fifty-six percent of responding
AFT public employees indicated
that low salary and low starting
pay are the reason it is hard to
recruit in the public sector .
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Step systems have the
advantage of ensuring equity in
compensation among
employees with the same level
of experience in their current
jobs.

Prospective applicantsaswell ascurrent employeesmay aso beinfluenced
by their perception of potential career opportunities. Hart and Teeter found
that 78 percent of non-federal employeesbelieved federa recruitment
would be enhanced by offering more opportunitiesfor career advancement.
Inthe same study, 94 percent of senior federal employeescited improved
career advancement opportunitiesasat least a“fairly effective” solutionfor
recruitment, and 61 percent saw thisas* very effective.”

The AFT Public Employees Compensation Survey 2002 found that
progression stepsarethe most common means of salary advancement
within an occupation, with over half the statesreporting the use of step plans
for many of the occupationssurveyed. Other statesreported the use of
merit systems, performance pay or open ranges. Under step plans,
movement from step to step occursat regular interval sbased on seniority,
although in some cases movement iscontingent upon merit. Step systems
havethe advantage of ensuring equity in compensation among employees
withthesamelevd of experienceintheir current jobs. Despite

incong stenciesinimplementation that have occurred over theyears, atenet
of civil serviceemployment hasbeen the equity of opportunity inhiring,
placement, compensation, advancement and other aspects of employment.
State governments should not sacrificethiscomparative advantage. Step
systemsarea so easy to administer.

Step systemsin the states have suffered from two drawbacks over the
years. First,inanumber of cases, thelength of the progression schedulesis
unusualy long. The AFT Public Employee Compensation Survey 2002
revedl ed progression schedulesranging from four or fiveyears(Cdlifornia
and Michigan, respectively) to asmuch as23 years(Wisconsin, for
Corrections Officers). Numerous states reported progression schedules
lasting 10 yearsor longer (Alaska—19 years, Illinois—10 years, Kansas—
11 years, Maryland—18 years, M assachusetts—12 years, Minnesota—
11-13years, Nebraska—15 years, Pennsylvania—20 yearsand
Wisconsn—21-23years). Whilerelatively lengthy progression schedules
can ensureemployeesregular salary advancement without requiringa
changein position, thelong wait to attain the maximum pay rate can posea
deterrent to performance and motivation. New employees, who may not
fully understand the nature of thesaary system until after starting their new
jobs, may be particularly disheartened tolearn that it may takethema
decade or longer to achieve the maximum ratethey saw advertised onthe
job announcement. Theimpact is pronounced when maximumratesfall
short of market salaries offered by competitive employersin either the
private sector or other public jurisdictions.

Thegood newsisthat unduly long progression schedulescan beeasily
remedied by smply compressing the schedul es, thereby reducing thelength
of timeit takesan employeeto reach the top of the schedule. Of course,
such asolutionisnot without cost, asthe state employer must pay out
higher salariesmore quickly than under thelonger schedules. Thecosts,



however, can beminimized by introducing changesgradudly; inany case
they must be welghed againgt the savingsderived from improvementsin
retention, recruitment, performance and motivation.

The second problem isnot uniqueto progression step systemsbut applies
tovirtually al public sector compensation plans. Political realitiesfrequently
interferewith compensation administration aslegidaturesfail tofund
scheduled step increases, merit awards, performance pay, COLAsor
virtually any other aspect of compensation. Despitethe best intentions of
public sector managers, motivating eventhe best employeesisdifficult to
achievewhenwell-deserved and, at times, previoudy promised, pay
increasesare not forthcoming.

AFT leaders, staff and membershavearesponsibility to work for adequate
funding of the state compensation programsthat benefit our members. Inits
2001 report, Sate Revenue and Taxation: Issues for Supporting Public
Serviceinthe 21% Century, the AFT Public Employee Revenue and
Taxation Task Force offered recommendationsfor the enhancement of
now-depl eted or endangered state coffers. Thetask forceidentified four
criteriafor the assessment of revenue enhancement options: theadequacy
of revenueto meet state service needs, the stability of thetax and revenue
systemintheface of economic swings, thedesirefor broad-based taxes
acrossthe community and progressivity to ensurefairnessand equity.

In recent years, anumber of stateand local governmentshaveimplemented
changesinthear existing compensation plansand policiestorevitalizewhat
areviewed asoutdated systemsand procedures. Thenew systemsare
designed to reduce bureaucracy, reward performance and enhance
flexibility. Many of the new pay-for-performanceand similar systems
mirror compensation structuresfoundin privatefirms, at least in part. Public
jurisdictionsarenot privatefirms, however, and faceadministrative
challengesand opportunitiesin compensation administration uniqueto the
public sector. Whilealternative compensation systemsshould certainly be
examined and cons dered as enhancementsto compensation structures, the
wholesalereplacement of existing systemswith pay-for-performance plans
should beviewed with caution.

Alternative compensation plansmust be assessed not only in termsof how
well they haveworked inthe private sector or evenin other public
jurisdictionsbut, most importantly, they must be consideredinlight of the
realitiesof public sector employment. Compensation professionals
generaly agreethat compensation systems should support the overall
strategy of the organization. The questionto consider ishow thiscan best
be achieved inthe public sector, wherethe overall missionisservicetothe
community. Whilethe concept of paying peoplefor their performanceis
well understood and isconsi stent with the valuesof our cultureand
economic system, in practice, pay for performance can bevery difficultto
implement, evenin privatefirms. Payingfor performancerequiresthat one
can objectively quantify and document performance, an achievement that

Compensation professionals
generally agree that
compensation systems should
support the overall strategy of
the organization. The question
to consider is how this can best
be achieved in the public sector,
where the overall mission is
service to the community.
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In the public sector, where
employees spend their days
counseling drug abusers,
placing foster children,
monitoring wildlife populations
and inspecting groceries,
restaurants and banks,
performance defies
quantification.

remainselusive, at best. Inthepublic sector, where employees spend their
dayscounsding drug abusers, placing foster children, monitoring wildlife
popul ations and inspecting groceries, restaurants and banks, performance
defiesquantification.

Ontheplusside, someaternative compensation systemsmay remove
existing barriersto compensating high performerswhileencouraging dua
career laddersand enhancing theflexibility of public employersin hiring new
employees. Care must betaken, however, to ensurethat existing employees
areeligiblefor the same opportunitiesasnew hiresand that pay practices
areimplemented consistently and equitably acrossthe state. If disparate
practicesariseand spread, theresulting inequitieswill only exacerbatethe
recruitment, retention and performance problemsthe new pay practices
weredesignedtoresolve.

Evenif performance could be effectively measured in the public sector, the
issueof adequatefunding still remains. Six yearsafter theLegidature
passed a“ cost-neutral” pay-for-performance system that issubject to
available appropriations, Colorado ispoised to award thefirst round of
payoutsin July 2002. Withlessthan $9 million|eft for al state employees
after a40 percent budget cut, thelargest university systeminthestate has
announced that it can only afford to award itspeak performersamaximum
sdary increaseof 1.1 percent. InNorth Carolina, whichintroduced anew
performance-based pay systemin 1993, the Legidaturefunded all three
componentsof the program only once, and even then provided just 1.0
percent for performance bonuses.

The successof pay-for-performance programsliesin the consistent ability
of employersto provide pay increasesin exchangefor performance (andto
providesignificant increasesin exchangefor exceptiona performance).
Employersthat fail to provideincreasescons stent withtheir own
compensation plans cannot expect to retain employeesat any stageintheir
careersand should not be surprised when they experiencedifficulty in
recruitment.

With collective bargaining, public employersand worker representativescan
communicatetheir needsand concernsandjointly embark uponan
exploration of the pay system that meetstheir mutua goals. The
identification of criteriafor the design and administration of compensation
practices should bethefirst step in making changesto existing pay practices
and procedures, and these should be spelled out in the coll ective bargaining
agreement. No pay system can succeed unlessemployeesbelieveitis
being implemented with equity, and equity isboth themeansand theendin
collectivebargaining.



TheRising Cost of Health Care

Hedlth careinsuranceis perhapsthe fastest-growing component of benefits
costs. Health care costs, which have been on therisesincethe mid 1990s,
have accelerated sharply inthelast two years. Asheathinsurancebites
more deeply into take-home pay, employeeswill increasingly view an
employer’sability to provide adequate protection fromrising health care
costsasaprimary factor in making employment choices. Employersare
well awareof theproblem: a2001 MetLifesurvey of 481 private
employersreveal ed that employee retention (78 percent of respondents),
controlling health care costs (73 percent) and attracting new employees (51
percent) were thethree most important benefits objectives.

Employersin all sectorshaveresponded to spiraling health care costsboth
by redesigning health plan optionsto encourage cost savingsand by
gradualy shifting coststo employees. Asthistrend continues, individuas
may increasingly find their decisionsabout employment and job changesare
influenced by the healthinsurance plan offering and premium support
offered by aternate employers. The Sega Company’s2002 Health Plan
Cost Trend Survey estimates medical plan costswill escalate aprojected
11.1 percent to 15.7 percent in 2002 for active employeesand retirees
under age 65, depending on type of plan. Segal further predictsthat dental
costswill riseabout 7 percent, on average, and prescription drug benefits
alonewill increase nearly 20 percent.

Projected Cost Trends, 2001 - 2002
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Note: Medical plan cost projections shown in chart exclude prescription drugs.
Source: 2002 Segal Health Plan Cost Trend Survey

The Segal Company’s 2002
Health Plan Cost Trend Survey
estimates medical plan costs
will escalate a projected 11.1
percent to 15.7 percent in 2002
for active employees and
retirees under age 65,
depending on type of plan.
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The shift in health care costs to
employees has a direct impact
on take-home pay, and the
impact is growing as meager
pay increases fail to keep up
with rising health care costs
paid by employees.

Theshiftin health care coststo employeeshasadirect impact on take-
home pay, and theimpact isgrowing asmeager pay increasesfail to keep
up withrising health care costs paid by employees. 1n2002, 17 statespaid
thefull cost of thehealth care premiumfor individual coveragefor at least
oneof the health plansoffered, according to the 2002 Sate Employee
Benefits Survey by Workplace Economics, Inc., and six statespaid thefull
premium for family coverageaswell. Just 10yearsearlier,in 1992, 24
states paid thefull premiumfor theindividual employee, and 8 statespaid
thefamily premiuminfull. Most sgnificantly, theamount of thepremium
paid by theemployee hasgrown dramatically, although in many statesthe
state employer paysthelarger share.

Inthe 33 statesin which employees shared the cost of individua coverage
with their state employers, themonthly premium paid by the employeeasof
January 1, 2002, varied from $8.08 in Idaho to $126.54 in Louisianafor
the most popular plan, according to the 2002 State Employee Benefits
Survey. For family coverage, state employees paid anywhere from $39.61
inMichigan to $365.36 in North Carolinafor the most popular plan.
However, most statesoffer multiple-plan optionswith varying rates. In
Colorado, for example, individua coverage may cost theemployee
anywherefrom $35.50 to $160.44 per month, whilefamily coverage costs
theemployee $166.10 to $501.76, depending on the health plan and
coverageoptionsselected. 1n Kentucky, employee costsrangefrom $0to
$107.52for individua coverage, and from $0to $636.24 for family
coverage.

Theavailability of ahealth plan option with alow or zero-cost tothe
employee may beof limited or declining valueto many employees. The
lowest-cost planstypically require higher deductiblesand out-of -pocket
costs, may featureless coveragethan more expensive plansand may not be
availableto al employeesdepending onlocation. Asemployeesageand
their familiesgrow, they may need to shift into moreexpensive hedlth plans
inorder to provide adequate coverage.

Section 125 flexible spending accounts have beenintroduced in various
formsby many employersto hel p employees shoulder risng medical and
related costs. All 50 statesnow offer pre-tax dependent-care accounts,
and 41 statesoffer pre-tax spending accountsfor medical and related
expenses. Theseplansalow employeesto designate aportion of their
salary to be placed in apre-tax account and used to pay certain qualified
unreimbursed costs, asdefined by the IRS. Flexible spending accountscan
beintroduced and administered by employersat relatively low cost, and
may, therefore, beauseful recruitment and retentiontool. However, while
enhancing thevalue of theemployee'sdollar that isdirected into apre-tax
account, itisstill theemployeewhoispaying these costs.

Themagnitude and skyrocketing growth of post-retirement health care
costs can be expected to factor into the current employment decisions of



mid-career employees starting to think about their futurework livesand
retirement years. Rising health care costshaveinduced employersto
reducetheir shareof retireemedica premiums, effectively shifting costs
fromemployer toretireesand their families. Employersoffering retiree
medical coverage—or whose compensation and pension packagesare
sufficiently attractiveto allow the employeeto pay for expected future cost
increases—will havethe advantagein recruitment and retention.

Many public employeeswill experience sticker shock when they learnthe
priceof post-retirement health care costs, especially inthose caseswhere
theretiree paysthefull cost of coverage. Total monthly premiumsare
approaching, and in some cases exceeding, $1,000 per month for family
coverage—and thisisbefore accounting for theimpending price escalation
estimated in the 2002 Segal Health Plan Cost Trend Survey. The Segal
report projectsa10.5 percent increasein costs of retireefee-for-service
medical plans (without prescription drug coverage) in 2002, and a14.0
percent increasein plansthat include prescription drugs. Prescription drug
plan costsalone are projected to increase 20.5 percent for retirees.

Asof January 1, 2002, pre-Medicare (under age 65) retireesof 18 state
governmentspaid thefull cost of their healthinsurance (under the state
plan), and retirees age 65 and ol der (with Medicare) paid thefull cost of
healthinsurancein 20 states. The costscan beastronomical, especialy
when consideredinrelationtoretireeincome. Inindiana, single coverage
for pre-Medicareretireesis $283.49 per month under the state’ sindemnity
plan; it variesfrom $281.65 to $409.08 under the HM O options; while
family coverageis$793.87 per month under theindemnity plan and varies
from $746.38 t0 $1,048.70 under theHMOs. Indianaisone of two states
(the other isNebraska) that do not provide coverage under the state-
sponsored plan for retireesonce they become Medicare-eligibleat age 65.
InWisconsin, pre-Medicareretirees pay $428.60 and Medicare-eligible
retirees pay $330.50 for single coverage under the state’s standard plan,
whilethefamily rateis$1,033.30 for pre-Medicareretirees (two persons,
both under age 65) and $637.00 for Medicare-eligibleretirees. (Hedlth
care costs are from Workplace Economics 2002 Sate Employee
Benefits Survey.)

The magnitude and skyrocketing
growth of post-retirement health
care costs can be expected to
factor into the current
employment decisions of mid-
career employees starting to
think about their future work lives
and retirement years.
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The advantages of many public
sector pension plans are found
in their design: defined-benefit
pensions that provide a secure
level of retirement income that
rises with length of service and
compensation.

Retirement Income Security

Public sector employershave been credited with providing relatively
generouspensions. Many public employersoffer their empl oyees defined-
benefit pensionsthat provideareasonably good retirement incometo
employees. Thisadvantage of public employment should beemphasized as
atool for both recruitment and retention. Although mid-career and older
employeesaremost likely to be concerned with retirement income needs,
today’syounger employeesareincreasingly concerned about saving for the
future. Through collective bargaining, employersand employeescanwork
to enhance pension and rel ated benefitsin amanner that ensurestheincome
security and quality of life, both at work and in retirement, for both current
and futureemployees.

Theadvantagesof many public sector pension plansarefoundintheir
design: defined-benefit pensionsthat provideasecureleve of retirement
incomethat riseswith length of serviceand compensation. Inaddition,
many publicjurisdictions—all 50 states, for example—provide someform
of voluntary deferred compensation or savingsplan. And, asnoted
previoudy, many public employersprovide (or makeavailablefor purchase)
hedlth carebenefitsfor retireesand their families.

Pensionshavelong been viewed asatool for retention of employees, in that
1) aminimum length of serviceof 5yearsor longer (5yearsintheprivate
sector) isgeneraly required for vesting of benefits, and 2) thesize of the
retirement benefit increaseswith service (under adefined-benefit plan).
Both of thesefeatureshavethe effect of enticing employeesto stay withan
employer at |east long enough to become vested, and once vested, to
continueworking until adequate pension benefitsare acquired.

The samefeaturesthat may haveworked in thepast to retainlong-service
employees, however, have more recently been viewed asnegativesto
attracting new employees. 1nsomecases, certain featuresof pension plans
and related regulations or policiesmay actually encourage early retirement
of experienced employees.

Portability—theability of employeesto*takether pension benefitswith
them” when they change employers, rather than to sacrifice future benefits,
hasbeen cited asadrawback of traditiona defined- benefit plans.
Portability helpsemployeeswho do not wishto remain with the same
employer for alongtime. It has, therefore, been viewed asuseful in
recruiting younger employees. North Dakota has crafted ahybrid pension
plan caledthe* portability enhancement program.” Thisplan maintains
support for their defined benefit, however, it offersemployees portability
optionsthrough an additional voluntary defined compensation program.

Defined contribution plans, such asthe 401k planspopular inthe private
sector, arethought to be more portabl e than defined benefit plans, but thisis
not the case. Participantsof any type of plan—defined benefit or defined



contribution—vest intheir own contributionsimmediately, but vesting rights
inemployer contributions depend on the specific provisonsof each plan
and may be no shorter under defined-contribution plansthan under defined
benefit plans. When congdering retirement income dternatives, negotiators,
pension trusteesand plan administrators must ensurethat optionsthat
enhance choicesfor employeesdo not sacrificeretirement income security.

Whilenot strictly providing portability, reduction of vesting requirementsin
an existing pens on plan enables employeesto acquirerightsto pension
benefitsthat they will not forfeit evenif they changeemployers. Private
sector pension plansarerequired to provide vesting in no morethanfive
years, and policy makersare currently considering regul atory changesthat
would reduce vesting to threeyearsinthe private sector. Althoughthe
trend in the public sector has been to reducevesting from 10tofiveyears
or lessmany public plansstill do not allow employeesto vest intheir
pension benefitsfor eight or 10 years. Whilethelonger vesting period may,
arguably, have somesmall positive effect on retention (an eight year
employee, for example, may be enticed to stay onfor at least two more
years), ashorter vesting timewould be most likely to attract new employees
giventhat fiveyear vestingisnow the private sector norm.

Thechart below showsvesting periodsin effect for state government

Vesting Periods in State Pension Plans

1 state
3 states Immed 11 states
3yrs : 10 yrs
4 states 2 states

4yrs 8yrs
1 state

6yrs

28 states

S5yrs

Source: 2002 State Employee Benefits Survey

pensionplans. Currently, 36 statesoffer vesting infiveyearsor less. In
1992, 24 statesoffered five year vesting, and just four states offered vesting
inlessthan fiveyears(four year vesting in each case).

In recent years, many public sector jurisdictionshave modified or
augmented traditiona pension plan arrangementsto provide employeeswith
optionsasto thetype of pension plan they will participatein or theformand
timing of benefitsthey receive. One such arrangement isknow asa
“deferred retirement option program” or DROP plan. TheDROP canbea
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The value of the DROP in
retaining employees is that it
provides an additional option for
employees to receive part of
their retirement benefits up front
in a lump-sum payment, which
may be desirable for some
employees.

useful tool to retain experienced employeesasaway of phasing toward full
retirement. Under aDROP plan, an employeequalifying for normal
retirement benefitsmay chooseto continueworking for some period but
also beginto collect retirement benefits, which arepaid into an account
duringthisperiod. Attheend of the period, the employee stopsworking
and receivestheretirement benefitsin alump-sum payment. Heor sheaso
beginsto receiveregular retirement benefitsat thistime, but the benefitsare
caculated asif retirement had occurred at the beginning of the DROP

period.

Thevaueof theDROPIinretaining employeesisthat it providesan
additional optionfor employeesto receive part of their retirement benefits
up front in alump-sum payment, which may be desirablefor some
employees. However, thereduced monthly check may beseenasa
disadvantage by others. Moreover, those who select the DROP option
may well forgo any improvementsto the defined-benefit plan that occur
during the DROP period. DROPsmay have other plusesor minuses,
depending on whether and how theindividual receivesraisesduring the
DROP period and thetreatment of benefits, such ashedth or lifeinsurance.
Whiletheactuarial va ue of the benefitsmay bethe samewhether the
employee selectsthe DROP option or not, thevalue of thetiming and form
of benefitsmay differ significantly among employees. A DROP provision
can be constructed to be cost neutral to the plan over thelong term, but
differencesintiming of both employer and employee(if gpplicable) pension
contributionsand the lump-sum payouts can affect thefinancia
administration of the plan. These and other considerationsmust be
examined relativeto the expected value of aDROP or similar provisonasa
recruitment and retention tool.

Some publicjurisdictionsmay be ableto retain experienced employeeswho
might otherwiseretireby removing barrierstorehiring retirees. In Montana,
for example, stateand local government and classified school employees
who haveretired under the Public Employee Retirement System (PERS)
canwork up to 640 hourseach fiscal year without jeopardizing recei pt of
their pension benefits. Another issuefor retireesconsidering areturnto
public serviceiswhether re-employment by the samejurisdiction might
affect the payment of hedlthinsurance premiums. Whileremovingbarriers
to re-employment might be attractiveto employersand retirees, the
potentia of such actionson current or future employees must be considered
aswdll. If rehiring retireesbecomes sufficiently inexpensive, public
employersmight be tempted to usethisstrategy in the short terminstead of
focusing their effortson recruiting new employeesor retaining mid-career
employees.

The complexity of pension plansrequiresthat any proposed alterationsin
existing plansbe carefully anayzed with respect to their potential impact on
retirement benefits. Plan modificationsmay havevery different effectson
different groups of employees, on plan beneficiaries, ontheemployer and



ontheplanitsdf. While pension plansmay be useful toolsin supporting and
improving employeerecruitment and retention, their primary goal remains
the provision of retirement income security.

Even without making changesto existing pension systems, the most
important tool for improving both retirement income security and
recruitment and retention in the public sector iscompensation. Pension
plansof all typessmply provideamechanismto pay former employeesa
portion of theincomethey received whileonthejob. If their compensation
whileemployed isnot competitive, then their retirement incomewill beno
better. Eventherichest defined-benefit plans cannot makeup for
compensation that was never received, and employee contributionsto
defined contribution plansarelimited by earningsaswell.

Even without making changes to
existing pension systems, the
most important tool for
improving both retirement
income security and recruitment
and retention in the public sector
is compensation.
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The goal of an established
recruitment and retention plan is
to have many different options
from all of these strategies
available for potential employees
— whatever their age or their
work history.

Strategy Bundles

Thereisnoonesizefitsall strategy to attract and retain public employees.
Unionsmust work toinsurethat employeesare offered choicesinavariety
of strategies. After working with Dr. LindaDuxbury, thetask force chose
to group therecommended toolsinto avariety of bundled strategies. These
indude:

Career development
Remuneration
Jobflexibility
Lifestyle

Highroller

Body andmind

Withinthe strategiesaretool sthat will beattractiveto thedifferent
generationa cohorts. Unionsshould be surethat al cohortsare considered
when putting aplan together, to maximize the candidate pool andretain
employeesof all ages. Wemust aimto createawork environment that is
atractiveto older workerswho arereaching retirement aswell asyounger
workersentering theworkforce. Noneof thesetoolsaonecanfix the
problems-they must be utilized inacomprehensive packageto achieve
maximum success. Unionsshould review the optionsdiscussed in thereport
and consider which toolsare best for the membership and potential
membershipinorder to maintain ahighleve of quality servicestothe public.

Thestrategiesdetailed herein provide avariety of optionsto insurethat
public serviceemployment possibilitiesreach avast range of candidates. In
order for the public serviceto becomean employer of choicefor employees
inevery generation, unionsshould consider many different tools. All of these
strategiesare not necessarily costly or freeto develop. Thetoolsrange
from establishing “ breakfast with managers’ meetings, which can be
relatively costless, to subsidized dental careand tuition reimbursement.
Before devel oping arecruitment and retention strategy, the union should
survey the membership to understand what their current membershipis
looking for. How many peopleidentify with each of thedifferent strategies?

If themembershipindicatesthat career devel opment isimportant, career
development tool sattractive to each generation might be promoted. For
example, younger peoplereport that they valuetuition reimbursement and
loan-forgiveness programsto achievetheir career goaswhile Baby
Boomersand the Traditiondistsindicatethat they prefer onthejobtraining.
If the union only advocatesfor one of thesetools, it will appeal toonly a
certain percentage of thetargeted population. Thegoa of an established
recruitment and retention planisto have many different optionsfromall of
these strategiesavailablefor potential employees—whatever their age or
their work history.



Career Development Strategy

Prospective employees and public employeesdemand acareer
development program fromtheir employers. If weareto attract knowledge
workersto public employment in the 21 century, public employers must
put together career devel opment opportunitiesfor their staff. Individualsare
attracted to organi zationsthat are committed to employee growth, and they
stay wherethey fedl valued. Many employeesare attracted to ajob based
onitscareer devel opment opportunitiesand will leaveajobif these
opportunitiesarenot offered or are cut short.

Carol Chetkovich, author of Winning the Best and Brightest: Increasing
the Attraction of Public Service, statesthat public policy graduate
studentsare drawn to the private sector for professional development,
intellectua chalenge and advancement opportunitiesaswell asthefinancia
benefits. Studentswho study public policy fedl that these optionsand
opportunitiesdo not exist inthe public sector. Theattractivenessof a
professiona devel opment program cannot be minimized inthe public sector.
Twenty-first century employees seek towork for employerswhovaue
themandinvestintheir future.

In examining strategiesto recruit and retain public employeeknowledge
workers, career development opportunitiesare an attractive possibility for
all generationsof workers. Knowledgeworkersindicateadesrefor their
employer to actively participatein career development. Depending onthe
age of theworker or potential employee, the definition of how thiscareer
development isimplemented may vary.

Continuing education: All workersarelooking to the employer to assist
themin continuing their education and learning new skills. Thisbecomes
moreimportant inthedigita agewith changesintechnology. Younger
employeesdesire programsincluding tuition reimbursement while Baby
Boomersand Traditionalistsindicate apreferencefor on-the-job training.
All public employers should examine continuing education programsand
seek waysto improvethem. Themagjority of public employersdo not come
closeto providing an adequate continuing education program.

Loan repayment: For college graduatesinterested in public service, debt
burdenisaseriousconsiderationintheir choiceof jobs. Many students
indicateadesireto servethe public but are unableto repay their school
loansonthe salariesoffered in public employment. Thisredlity cannot be
understated. Loan-repayment programsare popular inthe healthcarefield
(nursing, physiciansand dentists), and teaching (K-12 and faculty). These
programsprovidefinancial assstance whereby the public employer paysthe
creditor directly for aspecified amount of money. Thefederal sector has
recently expanded itsloan-repayment program for employeesin national
security jobsand other employeesinlegidative branch agencies. Eligible

In examining strategies to recruit
and retain public employee
knowledge workers, career
development opportunities are
an attractive possibility for all
generations of workers.
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Dual career ladders are
defined as separate
career paths: one
provides advancement
opportunities based on
technical development
and achievement, and
the other promotes into
management
classifications.

federal employees can receive up to $6,000 ayear, or atotal of $40,000
per employeeonloan repayments.

States have a so begun offering loan repayment asaway to recruit for hard-
to-staff rural or inner-city locations. These programshave proven
themsalvesto beextremely effectivein motivating college graduatesto
careersinpublic service.

Loan forgiveness. Thisprogram differsfrom |oan repayment. For
example, if astate employer makestheorigina loan to the student and if the
student chooses public service, theloanisforgiven. Nationaly, thefedera
government hasaprogramto cancel federa educationa loansif astudent
doesvolunteer work (Peace Corps), themilitary, and specific teaching,
medical and legd jobs. Seehttp://www.finaid.org/loans/forgiveness.phtml .
Expanding and devel oping programsfor loan forgivenessand advertising
such programswould gresatly expand the applicant pool inmany public
employeejobs.

Continuing legal education and license payments: The licenses of
some employeesarerequired to be current. Thismay require continuing
education. Accountants, engineers, lawyers, dentistsand nursesall must
carry alicense. Public employersshould offer all employeesassistancein
maintaining their licenses. Not only should theemployer pay for thelicense
renewal, but the employer should a so offer assistancein the classes
necessary to maintain accreditation.

Career coaching: All employeesshould have the opportunity to sit down
with their supervisor or human resource manager and discusstheir career
pathin public service. Employeesshould haveavision of how they can
advanceinther agency. Each employeecanbegivenaclear planfor
achieving her/hiscareer goals. Career management workshopsshould
be offered to employeesby theemployer and/or theunion. All employees
need to be coached on making public service an exciting career.

Dual career ladders. In most instances, public employee career ladders
allow for advancement only through promotion into the management ranks.
For employeeswho havetrained for yearsintheir respectivefields, thisis
not an attractive option. Dual career laddersare defined as separate career
paths: one provides advancement opportunitiesbased on technica

devel opment and achievement, and the other promotesinto management
classifications. Thesedual career laddersallow employeeswho don’t want
to be managersto advance and get salary increases based on their technical
knowledge. Thepublic sector doesnot “lose’ itsmost senior technical
employeeswho may havelittleinterest in managing employees. These
programshave been extremely effectiveretentiontoolsinjob classifications
for research, engineering, informational technology and medicine.




A Dual Career Ladder A
Authority Second Level

Level Supervisor
Specidist First Level
Level Supervisor

Rewards Rewards
and and
Recognition Recognition
Expert

Level

All-Around
Level

Entry
Level

Source: Keeping Your Valuable Employees, p 153: Susan Dibble,
1999

Streamlined internal transfer process. Union membersare often
frustrated by the extensiveinternal process necessary to transfer between
public agencies. Employersand unions should work together to easethe
internal transfer processaswell astheinitia hiring process. It should not
takemorethan 90 daysfor aninternd transfer or aninitia hiretotake

effect. 1f employeesrecognizethat there are many opportunitiesto advance

throughout public service, they may bemorelikely to continue employment.

Evaluations. Public employeeevaluation toolsaretoo often only related
to an employee’ scompensation. An effective evaluationtool should spend
time discussing an employee' scareer devel opment opportunitiesand
develop apro-active plan to realize an employee’s career development
goas. Anevauationtool shouldincludeasectionfor career development
initiatives. Thiswill provide employeeswith another avenueto express
work goal swith management.

Mentoring: Employersand unions should work together to create an
innovative mentoring experiencefor new hires. Public serviceemployment
hasitsown unique set of circumstancesand work conditionsthat often
leave new employeesfeding overwhelmed. Thisisnot agood way to
begin anemployment relationship. A well-thought-out mentoring program
can ass st new employeesin understanding public service organizational
cultureand valuesaswell asprovideagenera transfer of knowledgefrom
amore experienced employeeto anew employee and viceversa.

Public service employment has
its own unique set of
circumstances and work
conditions that often leave new
employees feeling
overwhelmed.
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Adult care responsibilities affect
employees emotionally,
physically and financially.

Remuner ation Strategy

Many current and future employees are attracted solely to the
compensation and benefits offered by the public service (seeearlier
sectionson thesetopics). No matter what el seisoffered, their interest
revolvesaround their pay and benefitsand itemsthat affect one's
compensation. Often, when public employersarecloseto market pay,
other remuneration factorsand tools may help to sway thisgroup.

Compensation: Sdlary isthemost important tool inany recruitment and
retention plan. Public employeesand potentia public employeeslook first
tothewage packageinvirtually every instance. Toattract andretaina
quality public work force, equitable wages must be paid commensurate
with comparablejobsin therelevant |abor market.

Health insurance benefits. Asinsurance costsrise, asubstantial benefit
package becomesamoreimportant consideration to people
contemplating public service. Public employersmust beableto offer a
benefit packagethat isan attractive consideration for employees.

Dental and vision insurance: Both have been described asan
attractivetool that often convinces someoneto cometo public service.
Public employersare often large enough employersto have theclout to
negotiate reduced premium rates.

Pre-tax flexible benefits spending account: Currently only nine states
do not offer sometype of pre-tax insurance planoptions. All statesoffer
sometypeof pre-tax planfor child care costs. Thishasbeen apopular
offering that can bereplicated with loca government employees.

Child care: Thisisavery attractivetool for employeesin Generations X
andY. Many employersnow offer on-siteday care optionsor subsidized
off-siteday care. Thiscan beonebenefit that makesthedifferenceinan
employees choicetowork for public service. One Pennsylvania
Insurance company goesso far ascrediting their child carefacility asone
of their main retention tools— 100 percent of theemployeeswithkidsin
their day care center haveremained with the company. Vermont directly
subsidizesday carefor employeeswho makelessthan $60,000.

Elder careassistance: With more employeesin the sandwich generation,
both raising children and taking care of elderly parents, more companies
areproviding employeeswith elder careassistance. At least 15 states
provide el der care assistance through pre-tax dependent care accounts.

A few othershave negotiated |eavetimeto help employeesjugglethe
increased responsibilitiesof elderly parents. One private sector example
isof an employer contracting with ageriatric care management program.
They recogni zed that adult careresponsibilitiesaffect employees



emotiondly, physicaly andfinancially. Employeescannot givether best
effortswhileworried about their loved ones. Any assistanceinthisarea
offered by their employer isappreciated.

Pension portability: Defined benefit with aprovisionfor pension
portability. Thisisattractiveto peoplewho may not beinterestedin public
employment for acareer until retirement.

Sick leave cash out: Currently, only six statesdo not allow sick leave cash
out for state employeesfor any reason. Many statesare beginningto
negotiate over the use of an employee' ssick leave accumulation. Public
employershaveused theideaof transfering one’ ssick leave accumulation
into ahealth insurance premium at retirement or toward one' sfina
retirement cal culation asan retention incentive.

Domestic partner benefits: Domestic partner benefits have becomean
important recruitment and retention tool inthe public sector. 1t sendsa
message that the public sector valuesall employeesandisatool used more
frequently inthe private sector. Recent reportsfrom the Human Rights
Campaignindicatethat 4,400 employersacrossthe nation currently offer
domestic partner benefits, including 138 citiesand statesand 166 colleges
and universities. (seetheweb siteat http://www.hrc.org.) Thereisno doubt
that thisisattractiveto acertain percentage of theworking population.

Disability insurance: Both long-term and short-term insurance options
canwork asrecruitment and retention tools. Nineteen states provide short-
term disability, and 20 providelong-term disability coverage.

Recent reports from the Human
Rights Campaign indicate that
4,400 employers across the
nation currently offer domestic
partner benefits, including 138
cities and states and 166
colleges and universities.

(see the web site at http://
www.hrc.org.)
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Workers who telework on a
regular, recurring or occasional
basis report a much higher level
of job satisfaction because of
their ability to work outside of the
office.

Job Flexibility Strategy

Thisstrategy isattractiveto al generationsof workersfor different
reasons. Knowledgeworkersdesire more control over their working
professond lives. Thisstrategy offers public employeesthe opportunity
to design their work schedulewhich resultsin morework getting done.
Alternativework schedulesand tel ework/tel ecommuting are beginning to
takeoff asessentid job flexibility strategiesfor the public sector. Job
flexibility offersemployeesanother tool to baancetheir work and family
lives

Alternative Work Schedules: These scheduling optionsoffer
aternativesto atraditiona five day, eight hoursaday schedule. One
exampleisacompressed work week (four 10 hour daysor three-12 hour
days, for example). Another isflex time, whichtypicaly identifies” core”
hours during which employees must beonthejob. Many private sector
bus nesseshave recognized that providing employeeswith scheduling
optionsisan effectiverecruitment and retention tool. For public sector
employerswho often struggleto provide acompetitivewage, providing
aternativework schedulesisamust. Inlargeurban aress, flex timeoffers
empl oyeesthe opportunitiesto commute when congestion isreduced.
Connecticut professionasinthe Administrative and Residual Employees
Union (A& R) negotiated strong contract language onthistopic, and the
federal government offersitsemployeesmany different scheduling
options. Alternativework schedules offer employees more control over
their work environment, increased timewith their familiesand can
potentialy reduce absenteeism by alowing employeesflexibility in
scheduling. Thisoptionisinexpensivetotheemployer and attractivetoall
generationsof workers.

Telework/Telecommuting: Telework isdefined asawork arrangement
whereby selected employeesareallowed to perform thenormal duties
and responsibilitiesof their position through the use of computersor
telecommunications, at home or another place apart fromtheemployee's
usua place of work. With the new technology available, the public sector
has begunto seetheattraction of teleworking. Workerswho telework
onaregular, recurring or occasional basisreport amuch higher level of
job satisfaction because of their ability to work outside of theoffice. A
number of stateshave dramatically increased the use of telework inthe
past decade. Arizonanow boaststhat 15 percent of the state’swork
forceteleworksat least afew timesamonth. For amore extensive
briefing ontelework, seethe 2002 AFT Public EmployeesDigital
Government Task Forcereport.

Part timeoptions: Anopportunity for avoluntary part-timescheduleis
something that often entices public employeesto continue employment.
Asanemployee swork life changes, her needsoften requireamovetoa



part-time schedule. Employeeswho need thisand do not havethe option
availablewill changejobs. Older workersutilize part-time optionswhen
they wish to reducetheir number of hourstoward theend of their careers.
Public employersshould have myriad work schedul e optionsto
accommodateal employees.

Voluntary job sharing: An employment arrangement in which two
workersvoluntarily sharetheresponshilitiesof asingleposition. Thereare
different optionsto makethiswork. One popular exampleisthat both
employeeswork three days aweek —working together once aweek to
catchup. Theteamisconsideredto be 1.2 employeesand iseach paid 60
percent of salary. Thisopportunity hasbecomevery popular with
Generation X and Generation Y employeeswho desireto job sharewhile
rasngfamilies

Phasedin or graduated retirement: Thisoption allowsolder employees
to reducetheir hoursfor aperiod of timebeforeretirement. Many workers
prefer toleavethework forcein transitional steps, and employersdo not
liketoloseskilled workerstofull retirement immediately.
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Employees who have
progressed in seniority and earn
four weeks of vacation in one job
will often not change jobs to
work for the government unless
they are promised a similar level
of vacation benefits.

Lifestyle Strategy

Thereisapopulation of employeeswho areattracted to optionsincluded
inthe“lifestyle” strategy. Thefollowing toolsshould be considered when
trying to appeal to these employees. More persona and family timehas
become oneof thegreatest “ perks’ that an employer can provide.

I ncreased vacation time: Employeesin the Baby Boom or Traditional
generation often citeincreased vacation timeasareason to continuewith
their employer or chooseto work for government. Employeeswho have
progressed in seniority and earn four weeksof vacationinonejob will
often not changejobsto work for the government unlessthey are
promised asmilar leve of vacation benefits. The Commonwealth of
Virginiaadopted aprogram that allows agenciesto grant or advance up to
30daysof annual leave during aleave year to new and existing
employeesasanincentiveto accept or continue employment with the
state. Additionaly, the state agency hastheflexibility to pay employees
for unused vacation leave.

Workloads: Employees often cite an enormousworkload asone of the
reasonsthat they |eave government employment. Theworkload becomes
unmanageable. All generationsof public employeessuffer whenapublic
employer refusesto addressworkload issues. For all generations of
workers, excessive workload hasanegative effect on employeemorale.
In somejob classesacrossthe country, double-digit turnover can be
directly related to excessiveworkload. Employersof choice offer
employeesagood ba ance between work and family lifeand insure that
theworkload ismanageable.

Breakfast with managers. Employeesin Generation'Y report an
interest in conversing with managerswho are higher up intheagency.
Younger employeesfed that managerswill learnto understand their needs
better with casual, informal meetingsonaregular basis. Younger workers
respond very pogitively to thisinteraction with management. Older
workersmight find such an approach refreshing aswell.

Skip level meetings. An effectiveretention tool that allowsworkersto
voluntarily meet withtheboss of their direct supervisor (skipa
management level) onaregular basis. Thesemeetingsallow for agood
exchange of ideas and feedback abovethedirect chain of command.
Thesearenot disciplinary in natureand areroutineand casual mesetings.



High Roller Strategy

Thisstrategy appeal sto peoplewhowill work for or stay in government if
given aparticular set of work enhancements, thoughin the public sector
suchtoolsarelimited. Thereare potential employeeswho are attracted to
the“jet set” with travel options, for example. The pay might not bewhat
they would command in the private sector, but they valuethe
opportunitiesfor travel.

Officespace: A clean safe spaceto work inisoften overlooked in public
service. All generationslook favorably onawork spacethat is
comfortable—Traditiondistsand Baby Boomerswel comethistool more
so than employeesin other generations. Office spaceredesign and
maintaining asafework environment aregood retention toolsfor all
employees.

Promotion options: Dead-end jobs are discouraging to almost
everyone. Employeesin public or private sectorsva uethe opportunity to
advancetoahigher level jobwith greater respongibility. Besidesthe
statusand prestige of advancement, empl oyeeswel comethe opportunity
to useand learn new sKills.

Travel options: The opportunity to meet new peopleduring occasiond
travel appeal sto asegment of the population and should be promoted as
atool whereapplicable.

Parking space and parking reimbursement: Thistool isespecially
popular with employeesin urban locationswhere parking isexpensiveand
at apremium.

Homeloans: Thistool istargeted primarily to the Generation X
employeewhoislooking to buy her first home but might not haveadown
payment. Many citiesand afew states have made arrangementsfor
employeesto qudify for specid homeloansbased on their public service
job.

Office space redesign and
maintaining a safe work
environment are good retention
tools for all employees.

Many cities and a few states
have made arrangements for
employees to qualify for special
home loans based on their
public service job.
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Some health insurance
providers offer lower premium
rates for nonsmokers, providing
an additional incentive for a
smoking cessation program.

Body and Mind Strategy

Thisstrategy worksfor potential employeesand current employeeswho
want their employer to respond to their individua needs.

Gym member ships. Many people are attracted to jobsthat offer free or
reduced-cost fitness center memberships. Thisoptionisnot necessarily a
cost prohibitiveone: the public employer or union can often negotiate
lower costsbased on the numbersof employeeswho might potentialy sign
up for memberships. Additionally, the public sector often can providefor
theuseof on-sitefacilities(in universties, for example) for their employees.

Smoking cessation courses. West Virginiabegan offering fully paid
smoking cessation coursesfor itsemployees. It wasquite successful for
state empl oyeeswho wanted to stop but could not afford the prescriptions
or therapies. 1t was deemed to be acreative benefit by the employeesthat
participated inthe program. Some health insurance providersoffer lower
premium ratesfor nonsmokers, providing an additiona incentivefor a
smoking cessation program.

Eyeglass/hearing aid reimbursement: Employerswho provide
additional benefitsfor eyeglasses, hearing aidsor cosmetic dental work can
attract and retain Traditionalistsand Baby Boomers.



Conclusion

Recruitment and retention, like quality public services, isaunionissue.
Theseareissuesthat requireemployeeand unioninvolvement if they areto
be addressed adequately. 1t makes good sensefor labor and management
towork cooperatively to plan and execute awork force strategy to deal
withtherapidly changing demographicsof theworkplace. Much more
needsto bedoneat al levelsof government to plan for the massiveloss of
expertisethat isclearly on the horizon with theretirement of experienced
Baby Boomerswho now play such avita roleingovernment service.

The costsassociated with thisturnover areextraordinary. Turnover costs
alone can range anywherefrom onethird to oneand ahalf timesthe
employee'sannua sdary. Multiply thisby the hundreds of thousandsand
evenmillionsof public employeeswhowill beleaving public serviceinthe
next several yearsand it iseasy to see how state budgetswill be affected.
Addtothesefinancia coststhedramaticlossof “know-how” that these
departing employeesrepresent; clearly quality public servicesareat risk.

Thisturnover will have dramaticimplicationsfor our unionaswell. Wemust
understand theinterestsand concerns of the new generationsof public
employeesto mobilize our membership effectively. Vacanciesin postions
now occupied by older workerswill limit theingtitutiona knowledgeonthe
history and strugglesof our union. Education about the accomplishments
and benefitsof union participation will need to beacontinuing part of any
union program, but these programs must also addressthe crucia
contemporary issuesfacing public service. Whether employeeshavethe
right to union representation at the bargaining tableor not, our union must
find waysto communicate more effectively with membersand potential
membersabout theimportant issuesfacing government employees.
Through these programs and communi cations, we can continuethegrowth
and effectivenessthat hasmade AFT Public Employeeunionstheleadersin
improving theingtitutionswhere our memberswork.

Much more needs to be done at
all levels of government to plan
for the massive loss of expertise
that is clearly on the horizon with
the retirement of experienced
Baby Boomers who now play
such a vital role in government
service.

Whether employees have the
right to union representation at
the bargaining table or not, our
union must find ways to
communicate more effectively
with members and potential
members about the important
issues facing government
employees.
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Recommendations of the AFT Public
Employees Task Force on Recruitment and
Retention I ssues

Toass st inthe development of amore comprehensive nationwide
strategy to address public employee recruitment and retention issues, the
Task Force makesthefollowing recommendations:

1. Publicemployeeunionsat all levelsmust beactivein
pursuing acompletework for ce assessment. To address
the problemsresulting from changing demographicsinthe
current and futurework force and from therapidly changing
economy, employersand policy makersmust have accurate
information on the status of the public employeework force. All
too often, our experience has been that no real work force
assessment takesplaceat any level of government. Frequently,
public employersend up reacting to changesin thework force
that areforced upon them. Toollittletimeisspent looking at the
statusof thework forcewith an eyeto future needs.

Union leaders can play an
active role in prompting
better analysis of work force

Unionleaderscan play an activerolein prompting better
analysisof work force needsthrough |abor-management
needs through labor- initiatives, contract negotiationsor through legidativeinitiatives.

management initiatives, Whilework forceanalysisisoftentheobligation of aninsightful

contract negotiations or employer, public employee unions cannot afford to wait for
through legislative initiatives. employersto take necessary action. Through our own
advocacy, our union can play an activeroleto encourage greater
work force planning. Any program likethisworksbest withthe
involvement of public employeesand other stakeholderswith an
interest in quality public services. From the start of the process
through implementation and analys's, public employeesand their
unionscan bevauable partnersin ng work force needs
and futurerequirements.

With more accurate information about the current status of the
public employeework force and future needs, labor-
management partnerscan work moreeffectively to meet the
needsfor quality public servicesinto thefuture. Accurate
informationisessentia to any successful work forceplanthat the
partnersmight launch.

2. Work forcedata needsto be collected on an ongoing basis
to help gover nment establish and maintain a coher ent
work forceplan. Implementing an effectivework force plan
requires continuousfeedback ontheresultsof actionstakento
implement thework forceplan. Limited datawill yield limited




results. Any work forceplanwill includeactivitiesand programs
that must be monitored for effectiveness. Only through regular
surveysand analysiscanwork force planners stay intouch with
what isreally happening at theworkplace. Mechanismsmust be
established to collect dataon aregular basisand provideit to the
work force partnersto alow for timely initiativesand innovative
approachesto devel oping changesin thework force environment.

. Theunion and management should work together to monitor
and survey employee satisfaction levels. Through avariety of
tools, employee attitudes and recommendations can betaken into
consderationinthedesignand flow of work. Giving employees
greater involvement in workplace decision making andinthe
mission of theagency canyield greater satisfaction and better
servicetothepublic. If theemployer refusesto get involved with
surveying employees, theunion can act tofill thevoid.

High-performanceworkplacesin both the public and private sector
havelong redlized that the way to achieve high performanceisto
talk withtheemployeesdirectly involved in providing the services.
This practice needsto become more widespread in government at
al levels. Publicemployeesarewell educated and well trained and
generally have adepth of experiencethat makesthem the essential
ingredient in ddlivering high-quality government services.

Too often, employeesdo not feel connected to themission of the
agency and feel hampered by layersof bureaucracy that limit
initiativeand judgment. By seeking greater involvement from
employeesand by acting on their ideas, government can be more
responsiveto the public aswell asto the public employeework
force. Involving public employeesand their union representatives
inwork force planning and implementation can hel p connect
employeesto themission of the agency and hel p theagency ddliver
sarvicesmoreeffectively.

. Publicemployeeunions, gover nment administrator sand
policy makersmust work together to develop astrategy to
addresswork forceneeds. Analysisof current testing, hiring,
promotion and transfer policiesneed to be conducted to determine
whether or not these practi ces are meeting the expectations of
current employeesand the different generationsof potential
employees.

It only makesgood senseto involve peoplewith ideasand
experiencein how the government workplaceworks. Top down,
status quo approachesin addressing hiring and career devel opment
programscanyield only limited results. Red resultsover thelonger
termwill requireinvolvement and partnership between thosewho

Only through regular surveys
and analysis can work force
planners stay in touch with
what is really happening at
the workplace.

Public employees are
well educated and well
trained and generally
have a depth of
experience that makes
them the essential
ingredient in delivering
high-quality government
services.
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Partners may not
always agree, but
unions, employers and
policy makers have a
shared interest in
improving government
workplaces and making
government service
more attractive.

We can stave off this
loss of expertise and
move to attract the new
generations of
knowledge workers by
giving employees
greater flexibility in
getting their jobs done
and allowing for more
innovative thinking.

Government must make
more of an investment
in training and
professional
development in order to
keep and attract the
best and brightest
government
professionals.

understand what isat stakeif government employersare not
perceived asan employer of choice.

Partners may not alwaysagree, but unions, employersand policy
makershave ashared interest inimproving government workplaces
and making government servicemoreattractive. Overcoming
obstaclesthat prevent improvement in government employment are
much morelikely wherethereisjoint partici pation and invol vement,
rather than hierarchical decision making by theemployer. All
parties have experiencesthat should be put towork in designing
better approachesthat appeal to current employeesaswell as
employees considering government serviceasacaresr.

Stepsmust betaken to establish alear ning, challenging
environment that allowsgover nment employeesto be
innovative, productive, independent knowledgeworkers. We
arefacing the current problemsof recruitment and retentioninthe
public sector because government empl oyeesare older and more
experienced and are ontheverge of retirement. We can stave off
thisloss of expertiseand moveto attract the new generations of
knowledgeworkershby giving employeesgreater flexibility in
getting their jobsdoneand dlowing for moreinnovativethinking.
In some cases, thisapproach isgoing to bethreatening to
supervisorsmore comfortablewith thetraditiona hierarchical
approach to getting thejob done. But experienced, talented
professional sin government service can get thejob done better if
thelir skillsare acknowledged, respected and put to work
constructively than if they aressmply told what to do at each step.

Changesin technology and in our economy require government
employeesto keep up with continuous changesin their professions.
Yet, government employershaveadwayslaggedininvestingin
meaningful trainingonanongoingbasis. Suchadeficitisharmful
tothequality of government services, it isdiscouraging to current
employees, and makesgovernment employment lessattractiveto
the better candidates considering government service asacaree.

Government must makemoreof aninvestmentintrainingand
professional development in order to keep and attract the best and
brightest government professionas. Whileamajority of our
memberswould seek government employment againif they had it
todo over again, thereisasizable percentage that would not.
Clearly, government employersmust do moreto devel op the
tdentsand skillsof these professionasand alow themto usetheir
professional judgment to get thejob donebetter. By movinginthis
direction, employeeswill haveagreater connectiontothemission
of the agency, greater satisfaction on thejob and abetter



opportunity to improve servicestothepublic.

If you were starting in the job market again today, do you think that

6.

you would or would not choose to work for gover nment?

AFT Public Employees Survey
Hart Research, June 2002

Individualsentering thework forcehavelittleexposureto
thebenefitsof public employment becausethereislittle
beingdonetorecruit and educate potential employeesabout
thevalue of gover nment work. Public employeeshave
indicated astrong willingnessto helpwith recruitment efforts, but
these efforts need to be much more aggressive and pervasive.
Low-tech job fairsand high-tech web stesand many forumsin
between offer opportunitiesfor public employerstoinform
potential employeesabout the exciting and important work being
donein government agenciesacrossthe board.

How inter ested would you bein helping your employer recr uit applicantsfor job

301
251
201
151
101
5

50
451
401
35

openingsin your department or agency?

AFT Public Employees Survey
Hart Research, June 2002

Interested Just Somewhat Not Interested Not sure

Sadly, college graduates and other potentia government employees
often havelittleideaof what itisthat government doesor the
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Without some
knowledge of what
government agencies
do for the public, itis a
wonder that talented
applicants ever make
their way to
government
employment at all.

contributionsthey could be making by working ingovernment
service. Without some knowledge of what government agencies
dofor thepublic, itisawonder that talented applicantsever make
their way to government employment at al. Littlehasbeendoneto
recruit top candidatesfor government service.

Therewardsinvolved with government serviceneed to be
identified for potential candidates. Agency representativesshould
beat jobfairs, making contact with potential employees, talking
about the challenging work that government isdoing. Again, no one
can do it better than those who actually do thework. Promoting
government jobs must becomemoreof apriority at every possible
venuewhether it isone-on-one meetings or moreremoteweb sites
and advertisements.

. Effectiverecruitment and retention programsrequirea

cooper ativelabor-management partner ship. All of ushavea
stakein addressing recruitment and retention problems
successfully. Wherethereisan established bargaining relationship,
it may be easier to devel op acooperative approach to addressing
these problems. But regardlessof the bargaining statusof the
labor-management rel ationship, it makes sensefor peopletowork
together to addresstheseissues. Government employersshould
welcome and solicit theinvolvement of employeesand their unions.

The magnitude of these problems suggeststhat solutionsare not
going to comefrom ad hoc committeesover thelonger term. The
parties should 00k to establish apartnership that will servefor the
long haul. While such astructure could best beworked out in
negotiations, employerscan still moveto draw upon theexpertise
of the union whereemployeeshave no bargaining rights, and
similarly, unionscan cal upon employersto act to addressthese
Issuescooperatively.

All of theresearch on high performanceworkplaces suggeststhat
thiskind of cooperative approachisgoing to be necessary to get
anything doneover thelonger term.

. Real action on recruitment and retention issueswill require

real leader ship. Government and union leaderswill haveto play
an advocacy rolein educating people about the problemsfacing
government serviceand call for action to addressthese problems.
In order to addressthese problemseffectively, our leadersmust
make public sector recruitment and retention apriority. Only
through real |eadership can we hopeto gain theresources
necessary to implement ameaningful plan of actiontoimprovethe
government workplace and servicesto the public.



Nothing happenswithout someone pointing theway and creating avision of
what can be accomplished. Thisreport can helpillustrate what needsto be
done and encourage | eadersto speak out on the need to address
recruitment and retentionissues. |f enough voices cometogether, wecan
hopetoimplement these recommendeations, improve government
workplacesand maintain quality servicestothe public.

Only through real
leadership can we hope
to gain the resources
necessary to implement
a meaningful plan of
action to improve the
government workplace
and services to the
public.
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Appendix A

Reprinted with permission from The Nelson A. Rockefeller Institute of Government
411 Sate Sreet, Albany, New York 12203-1003
www.rockinst.org

The Aging Government Workforce: A Cause for Concern?

Highlights

*  46.3% of government workers are 45 years of age or older. This age group makes up just 31.2% of private sector
workers. Replacing the large number of workers retiring in the next decade will be a great challenge for federal,
state and local governments.

e From 1994 to 2001, the percentage of older workersin the government workforce increased more than the
percentage of older workers in the private sector.

e Loca governments, particularly in the New England and the Mid-Atlantic States, will face aretirement bubblein
next decade.

» Nationally, 50% percent of government jobs arein occupations requiring specialized training, education or job skills
compared to just 29% in the private sector.

Asthe nation’s population ages in the years ahead, employers will have to contend with the need to replace the
growing numbers of retiring workers. Thisissue could be especially acute for federal, state, and local governments.
Government workforces tend to be older than the private sector workforce and the proportion of workers age 45 and
older has been growing faster in the government workforce than in the private sector. While the federal government
has a higher share of workers 45 and over, local governments may face greater challengesin replacing retiring work-
ers because they are much smaller and generally have fewer resources at their disposal. Further, the government
workforce has a higher percentage of its workers age 45 and over in occupations that require specialized skills,
education or training.

This brief compares the age distribution of the government workforce with that of the private sector, and examines
recent trends in the age distribution of the workforce.

Older workers account for alarge proportion of government employment. Almost half of the 20.6 million government
workers in 2001 were 45 years of age or older. In the private sector, wage and salary workers 45 years and ol der
comprised only 31.2% of the workforce. That the private sector tends to employ younger workers can be seenin
Figure 1. About 43% of private sector workers are under 35 years of age. In the government sector, young workers
comprise only 27.3% of workers.

1 These and other statistics in this report come from outgoing rotation group data from the Current Population Survey (CPS) The CPSisa
monthly survey of about 50,000 households conducted by the U.S. Census Bureau for the U.S. Bureau of Labor Statistics. For more
information on the CPS, see http://www.bls.census.gov/cps/cpsmain.htm, and for more information on the outgoing rotation group data see
http:\\www.nber.org\data\morg.html. Note, that in earlier work by the Rockefeller Institute of Government on the aging government workforce,
Samuel M. Ehrenhalt used the March 1998 demographic supplement to the CPS. (See Ehrenhalt, Samuel M. Government Employment Report,
Rockefeller Institute of Government, June 1999). Therefore, estimates presented here will differ slightly from his earlier work.



Figurel. Older and Younger Wor kersin Gover nment
and thePrivate Sector, 2001
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The percentage of government and private sector workers 45 and over has been steadily increasing as the median age
in the country has been increasing. In 1994, only 39.0% of government workers were 45 or older. Older government
workers as a percentage of all government workersincreased 7.5 percentage points from 1994 to 2001. In the private
sector, 26.2% of workers were 45 or older in 1994. The private sector older worker share grew 5 percentage points
from 1994 to 2001. The difference between the government sector and private sector increased from 12.8 percentage
pointsin 1994 to 15.3 percentage pointsin 2001. See Figure 2.

Figure2. Older Workers(45+) in Gover nment
and the Private Sector, 1994 to 2001

50% -
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Figure 3 shows the age distribution of workersin government and the private sector. Workers under 25 comprise
about 1 in 10 of the government workforce, while 1in 5 private sector workers are in this age group, a difference of
12.1 percentage points. From ages 25 to 34, the gap narrows considerably to 4.2 percentage points. In the 35 to 44
age range, the percentage of private sector and government workers is roughly the same. A dramatic shift appearsin
the 45 to 54 agerange. Almost 29% of government workersfall into the 45 to 54 group while only 18.4% of private
sector workers are in this group. Workers in the 55 to 64 and 65 and over groups make-up larger shares of the
government workforce than this age group does in the private sector.
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Figure 3. AgeDistribution of Gover nment
and Private Sector Workers, 2001
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Thedifferential between older and younger government workersvariesacrosslevel sof government. Figure4
showsthat older workers comprise about 50% of thefederal government workforce. Only about 1in5federal
government workersisbelow 35 yearsof age. The gap between older and younger federal government workersis
28.4 percentage points. Whiledightly lesspronounced, asimilar pattern holdsfor local government workerswith a
difference of 19.5 percentage points. Older workerscomprise46.3% of local government workers, whileyounger
workersmake-up 26.9%. The state government workforce hasamore even distribution of workersthan the other
two levelsof government. Only 13.1 percentage points separate ol der state government workers (44.6%) from
younger state government workers (31.5%).

Figure4. Younger and Older Workersby L evel of Gover nment, 2001
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Table 1 shows the percent of workers 45 and older by U.S. Census regions.? In all regions, older workers comprise a
larger portion in government than in the private sector. When all government workers are considered together, New
England and Middle Atlantic states as a group have somewhat older government workers than other regions. For
federal government workers, large proportions of older workers are found in the West North Central, South Atlantic,
East South Central and Mountain region states. Notable for their relatively low percentage of older state government
workers are the Mountain and West North Central regions. New England and the Middle Atlantic region stand out for
relative higher percentages of older local government workers. In the private sector, the New England, Middle



Atlantic, and East North Central regions have relatively higher percentages of older workers than the nation as a

whole.

TABLE 1. PERCENT OF WORKERS 45 AND OVER BY U.S. CENSUS REGION
All

Government Federal State Local Private Sector
United States 46.5 50.3 44.6 46.3 31.2
New England 50.2 47.7 44.8 53.9 33.4
Middle Atlantic 48.0 48.4 47.6 48.1 33.3
East North Central 45.6 46.5 44.3 46.1 325
West North Central 45.8 55.0 41.0 46.8 31.7
South Atlantic 47.4 51.2 45.2 46.7 31.8
East South Central 47.1 54.7 45.8 45.3 31.6
West South Central 45.6 50.5 44.5 447 28.7
Mountain 46.0 51.0 41.9 46.7 29.1
Pacific 44.6 49.7 44.5 43.3 28.7

The prevalence of older workersishigher in occupations that require specialized education, training or skills. Examples
of these “knowledge workers” include health care workers, legal professionals, natural scientists, engineers, educators
and managers. Over 50% of government workers are in occupations that fall into the knowledge worker category
compared to about 29% in the private sector. Figure 5 shows that older workers comprise 49.3% of knowledge
workersin government while older workers comprise 34.8% of private sector knowledge workers. Inthe looming
retirement boom, federal, state and local governments will have to replace a greater percentage of knowledge workers
than the private sector. Although the gap between the government and private sector percentages is narrower for
knowledge workers than for all workers (14.5 percentage points versus 15.3 percentage points), it is clear that govern-
ments will face greater challenges to replace knowledge workers in the next decade than will the private sector.

Ficure 5. KNowLEDGE WORKERS 45 AND OVER AND UNDER 45
IN GOVERNMENT AND PRIVATE SECTOR, 2001

Government Private Sector

45 and
Over

34.8% 65.2%

45 and 49.3% 50.7%
Over Under 45

Under 45

TheNeson A. Rockefdler Ingtitute of Government isthe public policy research arm of the
State University of New York. Craig Abbey isaresearcher associated with the Ingtitute.
Donad Boydisthe Deputy Director of the Institute and director of itsFiscal StudiesProgram.

2The U.S. Census Regions are composed as follows: New England: ME, NH, VT, MA, RI, CT; Middle Atlantic: NY, NJ, PE; East North
Central: OH, IN, IL, MI, WI; West North Central: MN, IA, MO, ND, SD, NE, KS; South Atlantic: DE, MD, DC, VA, WV, NC, SC, GA, FL;

East South Central: KY, TN, AL, MS; West South Central: AR, LA, OK, TX; Mountain: MT, ID, WY, CO, NM, AZ, UT, NV; Pacific: WA, OR,
CA, AK, HI.
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