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BACKGROUND:
The County and Schools administration has examined whether it would be appropriate and more efficient to change the employee pay schedule from monthly to every other week, which would result in 26 pay cycles. There were a number of reasons for pursuing this change, including paying an employee closer to when the actual work was performed, improved accuracy of time keeping, improved accuracy and timeliness of payments, ease of understanding pay statements, reductions in staff time associated with post-payroll adjustments, among others.  The recent need to eliminate mid-month checks for supplemental income to comply with IRS regulations also raised interest in investigating 26 pay cycles as a way to pay regular employees more frequently.  
This report details staff’s analysis of potential process benefits as well as perceived benefits and concerns of employees based on a series of focus groups to educate employees and receive feedback on how the proposed change might impact their personal budgets. This report provides information on focus group meeting results and recommendations for future consideration (Attachment A).

STRATEGIC PLAN:

Local Government: Goal 7: Promote a valued and responsive County workforce that ensures excellent customer service.

School Division: Goal 5: Establish efficient systems for development, allocation, and alignment of resources to support the Division’s vision, mission, and goals.
DISCUSSION:

Staff Analysis  

It was determined that converting to 26 pay cycles would not enable the County to utilize a true “positive pay” system, contrary to what was initially believed to be possible.  The need to continue some form of a “pay by exception” payroll model and the lack of uniformity in employment agreements (10/12 month teacher contracts, special custodian pay arrangements, bus drivers, etc.) would actually result in increased transaction volumes, additional work loads, increased banking fees and higher processing costs associated with more frequent pay cycles.  Because of the inability to truly achieve a uniform payroll system across both schools and general government, staff believes the risks and costs associated with changing to more frequent pay cycles at this time significantly outweigh the process advantages and perceived benefits to employees. This pay frequency topic can be reexamined when we are able to implement more uniform pay models and improved time keeping systems.
Education and Feedback Meetings

To better understand the benefits or concerns from the employee perspective, HR staff solicited employee feedback through 18 focus groups scheduled at various departments and locations.

The focus groups provided employees an opportunity not only to learn about all of the considerations involved in a switch to 26 pays, but also to discuss the issues with their colleagues, ask questions, clarify misconceptions, and express their opinions or concerns.
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Approximately 300 employees participated in the education and feedback sessions through the focus group sessions, individual meetings and emails. The feedback received was mixed and generally opposed to a change.  Employees expressed two major concerns: The first is related to their personal budgeting, as the 8% decrease in pay during ten months of the year would be difficult for many employees. Many employees also voiced concern about the difficulty in changing bill payment deadlines. Some employees raise the difficulty of changing due dates for some or all of their bills, and some expressed concerns that they may incur fees to change bill payment deadlines. In addition, some employees are concerned that if they set new payment dates they may, in some months, run out of money to pay bills as they come due. This was a particularly important issue for employees who primarily utilize automatic bill paying services.  The additional burden of tracking bills beyond month-to-month was a concern that also arose, as well as the difficulty for some employees to hold and save money between paychecks. Ten-month employees questioned whether they would have the choice to be paid either 22 weeks or 26 weeks, similar to the options they currently have available.

BUDGET IMPACT:

A conversion to a 26 pay cycle program would result in greater operational costs due to the increased frequency of processing payroll, the lack of consistency in employee payment arrangements and the need to continue a “pay by exception” system of payroll.  Staff will provide a budget impact analysis if the Boards elect to pursue this change at a future time.
RECOMMENDATIONS:

Staff recommends postponement of any consideration of changing to a 26-pay schedule at this time.  The purpose of this report and work session is to provide information and to solicit feedback from the Boards.  

ATTACHMENTS:
A – Summary of Feedback from Employee Focus Groups
